


JPRS-CEA-86-057 
9 MAY 1986 


China Report 


ECONOMIC AFFAIRS 





[FBIS| FOREIGN BROADCAST INFORMATION SERVICE 














NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Tech ical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 











JPRS-CEA-86-057 


9 MAY 1986 
CHINA REPORT 
Economic AFFAIRS 
CONTENTS 
PEOPLE'S REPUBLIC OF CHINA 
NATIONAL POLICY AND ISSUES 
Rong Yiren Views Socialist Economy 
(Rong Yiren; RENMIN RIBAO, 30 Mar 86)... ..cccceccccccncecs l 
GUANGMING RIBAO on Core of Economic Associations 
(Lu Xiansheng; GUANGMING RIBAO, 5 Apr 86)........eeeeeeues 1] 
ECONOMIC PLANNING 
TA KUNG PAO on Debate Over Three Gorges Project 
(Kung Shuangyin; TA KUNG PAO, 31 Mar-2 Apr 86)............ 13 


AGGREGATE ECONOMIC DATA 


Shandong Communique on Economic, Social Development 
(DAZHONG RIBAO, 2 Apr 86)... ccccccccccccccccccccvcccceccece 2] 


Liaoning Increases First Quarter Industrial Output Value 
(Liaoning Provincial Service, 15 Apr 86)... eee eeeeeeeee 32 


ECONOMIC MANAGEMENT 


Shanxi Leader on Political, Legal Work Tasks 
(Shanxi Provincial Service, 2 Apr 86)... ..cceeceeeeseevvees 33 


Guizhou Promotes Lateral Economic Ties 
(Guizhou Provincial Service, 11 Apr 86)....cccceeeeeseeeces 34 


Ningxia Holds Conference on Urban Economic Reform 
(NINGXIA RIBAO, 3 Apr 86)......... TETTEPETTELEL CUTE 35 








Industry, Commercial Groups Support NPC Session 


(XINHUA Domestic Service, 14 Apr 86)......cccccccccccccees 


Liaoning Holds Meeting of Industrial, Commercial Bureaus 


(Liaoning Provincial Service, 29 Mar 86)...........ccceees 


Vice Economic Minister Holds Industrial Forum in Changcun 


(Jilin Provincial Service, 2 Apr 86)........cccccccccccees 


GUANGMING RIBAO on Role of Financial Levers 


(Xia Deren; GUANGMING RIBAO, 5 Apr 86)......cccccccceccees 


Heilongjiang To Increase Industrial Investment 


CRENIs 20 AGE GG) «65 66650465 00.66605046650000065 55005404405 


Guidelines for 2d Quarter Industrial Production 


(We Jincai; XINHUA Domestic Service, 8 Apr 86).......e008. 


Qinghai Radio Urges Improved Industrial Performance 


(Qinghai Provincial Service, 21 Mar 86)......cccececcceees 


Yunnan Makes Progress in Urban Structural Reform 


(Yunnan Provincial Service, 11 Apr 86)......ccececcceccees 


Shaanxi Leader on Urban Structural Reform Issues 


(Shaanxi Provincial Service, 17 Apr 86).......ccceeeseeees 


Shaanxi Radio Commentary Views Province's Prospects 


(Shaanxi Provincial Service, 16 Mar 86)....ccccecvccccceess 


Liaowang on Reform of Production Structure 


(Yue Bing; LIAOWANG OVERSEAS EDITION, No 14, Apr 86)...... 


More Products for Minorities Produced 


Briefs 


(XINHUA, 25 Mar 56). ccccccccccccccccccccsecccccccccccccce 


Lateral Economic Ties Encouraged 
Sichuan, Shanghai Hold Talks 


FINANCE AND BANKING 


Reform of China's Current Tax System Discussed 


(Sui Zhongyan; JINGJIXUE ZHOUBAO, No 9, 2 Mar 86)......... 


China Investment Bank Directors Meet in Beijing 


Briefs 


ect) Or a |.) Terre 


Xinjiang Currency Withdrawn 


- & * 


39 


46 


48 


50 


53 


57 


39 


66 














FOREIGN TRADE AND INVESTMENT 


LIAOWANG Views PRC Laws on Foreign-Owned Enterprises 


(Li Shangzhi; LZEAOWANG OVERSEAS EDITION, No 14, 7 Apr 86). 


LABOR AND WAGES 


Labor Service Trade To Expand During Seventh 5-Year Plan 


(Guo Nei; CHINA DAILY, 15 Apr 86)..... cc ccc cc ccccccccees 


CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


Comparative Study of Tax Systems in East Bloc Countries 


(Guo Meng; SHEHUI KEXUE, No 9, 15 Sep 85)......... TTTCrCrT 


TATWAN 


Taiwan To Protect Rights in Trade Taiks With U.S. 
(CHA, 17 AME BB) cvccccccvccccccccccccccccccecsccccccees 


Japanese Textile Industry Shifting Production to Taiwan 


(CMA, 16 ADE OB) cccccccccscccccccccccccereccncccceoes eer 


Briefs 
Taiwan Trade Delegation 
Grant to Uruguay 
Foreign Investment Plays Important Role 


HONG KONG 


Hong Kong Exports Show Increase 


(XINHUA, 10 Apr 86)......eeeeeeveeees cocccccccce ccccccccns 


Hong Kong Bank on Growing Foreign Currency 


(XINHUA, 15 Apr 86)......... reer e payenwaas err sees 


Briefs 
Largest Freight Center Built 


71 


72 


81 


82 


83 
83 
83 


87 





JPRS-CEA-86-05/7 
9 May 1986 


NATIONAL POLICY AND ISSUES 


RONG YIREN VIEWS SOCIALIST ECONOMY 
HK160700 Beijing RENMIN RIBAO in Chinese 30 Mar 86 p 5 


[Article by Rong Yiren [2837 3015 0088]: "Tentative Views on Certain Questions 
about Building the Socialist Economy with Chinese Characteristics" ] 


[Text] Building a socialist country with Chinese characteristics is the only 
correct way to make our motherland rich, strong, and prosperous. I gained 
some perceptual knowledge about this as I personally engaged in some economic 
activities in the past few years. Recently I have systematically restudied 
the PRC Constitution and a series of principles and policies concerned of the 
party, and have had some inspirations in pondering over and over several 
important questions concerning China's economic construction in light of my 
real experience. Now I would like to present my shallow thinking by way of 
introduction so that comrades from various circles may come out with opinions 
valuable and helpful to socialist modernization. 


I. It Is Necessary to Adhere to the Socialist Orientation in Economic 
Construction 


From now on, our country's basic task is to concentrate its resources on 
socialist modernization. In view of our own national conditions, we must take 
our own path in economic construction and steadfastly adhere to the socialist 
orientation. Comrade Deng Xiaoping has clearly pointed out: "To carry out 
China's four modernizations, we must uphold the four cardinal principles 
ideologically and politically. This is the basic prerequisite for achieving 
modernization." The Constitution adopted by the fifth meeting of the fifth 
NPC on 4 December 1982 has summed up the historical experience of socialist 
development in our country. In light of China's national conditions and its 
needs of four modernizations, the Constitution emphasizes that it is necessary 
to uphold the four basic principles and break a new road to socialist construc- 
tion with Chinese characteristics under the new historical conditions. If we 
deviate from the socialist orientation and fail to uphold the four basic 
principles in developing social productive forces, our economic construction 
will take to evil ways and the modernization program can hardly be realized. 


Adherence to public ownership and abolition of the system of exploitation of 
man by man are the solid basis ensuring that our economic construction will 
keep developing along the socialist track. The Constitution provides: ‘The 








basis of the socialist economic system of the PRC is socialist public owner- 
ship of the means of production, namely, ownership by the whole people and 
collective ownership by the working people." Safeguarding public ownership 
and consolidating and enhancing its leading position in the national economy 
mean to thoroughly negate private ownership and the exploiting system and to 
uphold the socialist orientation of economic construction. 


The consolidation and development of public cwnership are mainly conditional 
on the development of social productive forces. The fundamental task of 
socialism is to develop productive forces. The starting point and the purpose 
of developing productive forces are to meet the people's evergrowing material 
and cultural needs. The need to develop social productive forces and gradual- 
ly improve the people's livelihood on the basi’ of development of production 
have been put down in the chapter on general principles of the new Constitution 
as a guiding ideology for social economic construction. 


Simultaneously promoting the two civilizations is a strategic guideline con- 
sistent with the socialist orientation for economic construction. To be sure, 
material civilization is the indispensable basis for the building of spiritual 
civilization. However, the building of spiritual civilization can not only 
give an enormous impetus to the building of material civilization but also 
ensure that the latter will develop along the socialist track. The communist 
ideology is the kernel of the building of spiritual civilization, of which the 
education in revolutionary ideal is the most important part. The reason 
Marxism-Leninism-Mao Zedong thought is regarded as an irrefutable truth is 
because it accurately reflects the objective laws and nceds of social develop- 
ment and represents the fundamental interests of the masses of people. Com- 
munism is the inevitable development trend of human society. We depend on 
this ideal to win the revolution and build socialism. This is the genuine 
advantage that we are enjoying. 


In adhering to the socialist orientation for economic construction, we still 
have to uphold the principle of seeking truth from facts, proceed in every- 
thing from reality, and integrate theory with practice. We must try our best 
to study and apply the Marxist standpoint, viewpoints, and methods, study new 
circumstances, and thus solve new problems. As we are undertaking the 
greatest innovative cause in human history, it is quite natural that we may 
commit some faults. The most important thing is that we must take a tirm 
stand, keep our head cool, adhere to the truth, and correct our mistakes at 
any time. It is necessary to overcome and get rid of the meagre mentality 
of sticking to conventions and following the beaten paths, as well as the 
bureaucratic attitude toward new things. 


II. On Development of Diversified Economic Forms 


As a country with a vast territory, rich resources, and a large population, 
China is faced with a serious imbalance in economic, cultural, and social 
development among different parts of the country. Practice has shown that any 


attempt by the state to take care of every economic activity and to enforce a 
unitary economic form is impractical. The necessity of developing diversified 
economic forms in our country at the current stage is an objective rule 

independent of man's will. The new Constitution encourages the development o! 














diversified economic forms on the premise that socialist public ownership con- 
tinues to play a leading role. This is a breakthrough in the traditional con- 
cept on the system of ownership of production means. Our practice since the 
3d Plenary Session of the 1lth CPC Central Committee has shown that diversi- 
fied economic forms, within a certain scope, have their own advantages. Al- 
though each economic form has its own position and plays its own role, all of 
them are indispensable. 


The Constitution provides: "The state economy is the sector of socialist eco- 
nomy under ownership by the whole people; it is the leading force in the 
national economy. The state ensures the consolidation and growth of the 

state economy."' The state economy has undergone tremendous development in the 
past 30-odd years since the founding of the PRC and has been dominating over 
the national economy as a whole. The existence and future development of a 
strong national economy are the material basis and important guarantee of the 
socia‘ist orientation of our country's economic construction. 


In light of the present development level of the productive forces in our 
country, the organized collective economy remains the main economic form in 
the vast rural areas at present. Various forms of the cooperative economy are 
the sectors of socialist collective economy in urban and rural areas under 
ownership by the laboring masses. The urban and rural coliective economy 
serves as an auxiliary to the state economy. The new Constitution affirms: 
"The state protects the lawful rights and interests of the urban and rural 
economic collectives and encourages, guides, and helps the growth of the 
collective economy.” 


The individual economy run by urban and rural laborers within the limits pre- 
scribed by law is a complement to the socialist economy under public owner- 
ship. The state protects the lawful rights and interests of the individual 
economy. This is a provision by the new Constitution regarding the position 
and role of the individual economy. It is absolutely unnecessary to fear that 
that development of the individual economy may change the socialist nature of 
our country's economy. First of all, the individual economy, being linked to 
the public ownership and subordinate to the socialist economy, serves as a 
necessary and valuable complement to the socialist economy. Second, as the 
scattered individual economy plays only a minor part in the whole economy, its 
development within a certain extent will not undermine the foundation of our 
country's economic system. Third, the individual economy is active only in a 
number of trades, such as the business of some agricultural products, small 
commodities, and labor service. Finally, the Constitution provides that the 
individual economy is subject to the state's administrative control, guidance, 
issistance, and supervision. Hence, in general, the individual economy cur- 
rently existing in our country is no longer the soil for capitalism, since the 
conditions for it to develop into the capitalist economy are no longer avail- 
able. Facts have proved that the individual economy has played a valuable 
role in enlivening the market and providing convenience to the people in their 
daily life. 


Under the new situation characterized by the policy of opening up to the out- 
side world, the state allows foreign capitalists to run joint ventures, 
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cooperative ventures, and foreign-owned enterprises in China. The emergence 
of these economic fcrms is inevitable in the wake of the implementation of 

the policy of opening up to the outside world. The Constitution makes stipu- 
lations on these economic forms and clearly states that these enterprises’ 
lawful rights and interests are protected by the laws of the PRC. On the 
premise that our country's sovereignty is sacred and inviolable, foreign 
capitalists are allowed to earn some profits. However, as Tenin put it, these 
economic sectors “are recognized by the state and subject to the state's 
supervision, and they are advantageous to the working class." After all, they 
are playing a negligible part in our country's economy. As sectors subordinate 
to the socialist economy and as useful complements, they can never shake our 
country's socialist economy to its very foundations. 


III. On the Planned Economy and Market Regulation 


Only under the condition of socialist public ownership can the whole national 
economy be free of the anarchy of capitalist social production and achieve 
development step by step and in a planned way. The planned economy is the 
basic system of the socialist economy. The Constitution stipulates: "The 
state practices economic planning on the basis of socialist public ownership. 
It ensures the proportionate and coordinated growth of the national economy 
through overall balancing by economic planning and the supplementary role of 
regulation by the market." 


Economic plans come along with the planned economy. Planned development of 
the national economy is achieved through unified regulation by the netional 
economic plan. However, planned operation of the economy as a whole does not 
mean to bring all economic activities under the economic plan's control. As 
Lenin said, "A complete, integrated, real plan for us at present is a bureau- 
cratic utopia." 


Practicing the planned economy does not imply that the mandatory plan is the 
only or main form of planning. In practicing the planned economy, we have 
put forth a planning system that incorporates the mandatory plan, the guiding 
plan, and market regulation, in accordance with the basic principles of 
Marxist theory and in light of our national conditions. This is our innova- 
tion in the planning system that features the socialist planning system of 
China. Production and exchange regulated by the market, as an auxiliary 
sector under the state's control and supervision, is within rather than with- 
out the planned economy. The planned economy can be compared to a "cage" in 
which there are two big birds--the mandatory plan and the guiding plan--and a 
littie bird--the market-regulated economy. 


Our country is developing a planned commodity economy on the basis of public 
ownership. This being the case, it is necessary to attach importance to the 
role of the law of value since the commodity economy cannot be separated from 
the law of value. The distinction between socialism and capitalism does not 
lie in whether the law of value is functioning but in the fact that what Adam 
Smith referred to as the "invisible hand" spontaneously and blindly dominates 
the whole economy under the capitalist system, while socialism can conscien- 
tiously manipulate it within the whole society. The law of value may affect 
every sector of the commodity economy; therefore, whether we are practicing 
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the mandatory plan, the guiding plan, or market regulation, we have to 
conscientiously give full play to the role of the law of value. 


IV. On the Relationship Between Proportional Development and Speed 


Socialist production is socialized mass production in which the objective con- 
ditions call for proportional development of all sectors of the national 
economy under the guidance of unified planning. The higher degree of social- 
ization of production, the greater necessity of proportional division of social 
labor. 


The proportional relationship between accumulation and consumption is the most 
fundamental proportivnul relationship. In fact, it is related to the correct 
handling of the relations between the state, the collective, and the indivi- 
dual, including the re]ations between their long-term and short-term interests. 
"The state properly apportions accumulation and consumption, pays attention to 
the interests of the collective and the individual as well as of the state, 
and, on the basis of expanded production, gradually improves the material and 
cultural life of the people." This principle in the Constitution concisely 
and comprehensively states the dialectic relationship between accumulation and 
consumption: Too high or too low accumulation may affect normal economic 
development. Only when the relationship between accumulation and consumption 
is properly handled can we attain a genuine development speed. Accumulation is 
the origin of ‘xpanded reproduction. The historical experience of China has 
shown that main*aining a suitable accumulation rate is favorable to the con- 
tinuous, steady, and harmonious development of the economy. Generally speak- 
ing, expanded reproduction can be expedited by maintaining an accumulation 

rate slightly higher than the consumption rate. We must in the first place 
feed the people and, in the next, build the country. We must pay attenticn to 
both. If we exhaust all resources, our country will be hopeless. We must 
make every effort to save money for construction and must make our cadres and 
masses understand the famous dictum that accumulation "is, in the past and at 
present, the basis for all further social, political, and intellectual develop- 
ment." 


Also, the proportional relations between the three sectors--namely, the two 
production sectors and the circulation sector--is extremely important. By 

and large, these three sectors must help each other forward; none of them must 
be neglected. Only by developing the three sectors simultaneously can we 
introduce a benign cycle into our country's economic construction and maintain 
its vitality. Agriculture is a basic sector of social production. Out of the 
1 billion population of our country, 800 million people are peasants. There- 
fore, agriculture plays a particularly important role in China's national 
economy. From a long-term point of view, industry is the "locomotive" which 
may bring about overall economic boom, make the country prosperous, and enrich 
the people. If industry is underdeveloped, agriculture will be short of ad- 
vanced equipment and can hardly make great progress. To develop industry, we 
cannot ignore basic industries. With a small territory, a large population, 
and limited natural resources, Japan can only develop processing industries. 
China has a vast territory, rich resources, and a large population--the rich 
natural and human resource are our favorable conditions. However, we cannot 








deny that China is underdeveloped in both economy and technology and the 
Chinese people are poor. All these conditions determine that we must give 
priority to development of basic industries so as to explore mineral resources 
and turn our rich natural resources into favorable conditions in economic 
force. Without developing basic industries, a country's economy will suffer 
from "osteomalacia." Majur efforts must be devoted to developing the energy 
industry, communications, and transportation--which are the weak links among 
other basic industries--and a breakthrough must be made, particularly in the 
energy industry, with the electric power industry as its kernel. Only with 
the "Vanguard" opening up the road can the operation of the whole economy be 
accelerated. To invigorate the commodity economy, we mainly depend on an 
efficient circulation system. Without a full range of developed branches of 
tertiary industry, such as commerce, finance, information, consulting service, 
and so on, social production and exchange will be hampered. It can be pre- 
dicted that tertiary industry will develop rapidly in our country. 


Steady and high economic growth is our wish, but the growth rate depends on the 
balance between various economic sectors. If we blindly seek high speed with- 
out paying attention to the balance, we surely will upset the process of pro- 
portional and harmonious development, bring about a tense situation in the 
economic life, or even undermine economic construction. Only by harmcnizing 
the relations among different sectors through the »srocess of comprehensive 
balance can we attain a high development speec. By the way, we must also bear 
in mind that the deve’opment speed may be higher for the moment as our country 
is rather underdeveloped, and the growth will be slowed down in the future 

when we are getting richer and our production scale will be expanded. 


V. Improvement of the Economic Results is the Crucial Question in Economic 
Construction 


We proceed in every economic issue from the necessity of improving economic 
results. Marx made a brilliant remark: "Genuine wealth rests on the creating 
of as much use value at the expense of as little value as possible; in other 
words, it rests on the creating of as rich material wealth with as little labor 
time as possible." Only the economic results are the very thing playing the 
decisive role. The 12th CPC national congress decided to "shift" all economic 
work to the crack with the improvement of the economic results as its key link.” 
This was a turning point of strategic significance in our country's orientation 
of economic consturction. In economic construction, we must pay attention to 
both economic results and social benefits. Therefore, while striving for better 
economic results, we must carefully consider the influence and effects of tne 
overall economi planning, construction projects, and projects on society and 
the building of spiritual civilization. 


The -napter on General Principles of the new Constitution stipulates the 
priy.ciples to be adopted to improve social benefits and economic results. To 
sum it up, we must properly handle in a dialectic way the relations in the 
following aspects: 1. The relationship between macroeconomic and micro- 
economic operations. At the macroeconomic level, the state is to push ahead, 
guide, and support the efforts to invigorate and develop the economy, as well 








as to strengthen control over the economv, by promulgating policies and laws. 
2. The relationship between unitied planning and division of work. We need 
both unified planning and division of work. We must not nly centralize power 
but must also simplify government administration, delegate power to lower 
levels, and practice the system of administration by level. Doing business 
and managing an enterprise by monopolizing everything vill only lead to 
bureaucracy and the malpractice of “eating from the same big pot." It is 
necessary to encourage enterprises to participate in normal competition, so as 
to enhance working efficiency and the economic results. Competition is not an 
exclusive feature of capitalism, and opposing competition, in substance, means 
preserving backwardness and dampening the initiative of the broad masses of 
laborers. Of course, it is necessary resolutely to deal blows at and curb 
the unlawful practices of seeking personal interests by every means at the 
expense of the interests of others, the state, and the people. 3. The rela- 
t*‘onship between strengthening administration and streamlining administration. 
Incirect control will replace direct control as the principal form of the 
state's administration over the enterprise. Under the current economic condi- 
tions, we must strengthen necessary government administration and legal super- 
vision while making proper use of all economic levers. Strengthening adminis- 
tration and streamlining administration do not contradict each ether. Only by 
“instituting the responsibility system" and “unremit’ingly upgrade the quality 
of work, improve working efficiency, an’ oppose bureaucracy," can we ensure 
efficient and scientific management. 4. The relationship between the economic 
results and qualified personnel. In the final analysis, we rely on qualified 
personnel to carry out all essential measures to improve economic results, 
suct as popularizing advanced technology, improving operational and management 
systems, implementing the responsibility system, and consolidating labor 
organizations. Therefore, in order to improve economic results, we must first 
of ajl respect scientific knowledge and qualified personnel. 


Deficits, inflation, and foreign debts are no "monsters" to be feared. What 
we fear most is the mentality of ignoring the economic results. Ours is a 
developing country which is carrying out large-scale economic construction. 
Unlike capitalist countries that survive mainly on investments by monopoly 
consortiums or loans, China mainly depends on investments by the state. Small 
deficits in a 100-billion yuan budget are nothing serious and can never be 
taken as important indexes in evuluating the financial and economic situation. 
As the economy is developing, of course there is a need for more money in 
circulation. For example, as the output of agricultural products increases, 
it is necessary to procure more. This is an inevitable practice in the pro- 
cess of economic development. The basic way to deal with inflation is to 
boost production and raise she turnover speed of circulating funds. There 
are few countries in the world that can save their economy by solely keeping 
their currencies under control. Of course, we have to strengthen administra- 
tion and control over the issuance of money in our country; this is definitely 
necessary. However, China should continue to introduce foreign capital for 
some time. Borrowing loans from foreign countries is nothing shameful. Many 
countries, including the United States, have borrowed loans from others. 
Creditor nations and debtor nations compete with each other on the one hand 
and, on the other, deperd on each other. Of course, a debtor nation must pay 
interest on the loans it has borrowed. However, if we can borrc*; loans on 

















acceptable terms, use them properly, and pay back on time, the benefits that 
we are to eventually gain will be much greater than the interest we have to 
pay. Whether the loans can be paid back depends on whether they are vsed 
properly. By and large, the crux does not lie in the necessity of eliminating 
these economic phenomena but in the necessity of conscientiously applying the 
law of economic development, adhering to the principle of moderate manipula- 
tion and regulation, and keeping these economic phenomena within appropriate 
control so that they can help to build socialist economy with Chinese 
characteristics. 


VI. On the Principle of Distribution According to Work 


The principle of distribution according to work is a commonly known socialist 
principle regarding distribution. However, egalitarianism, which actually 
goes counter to this basic principle, has been extensively practiced for a long 
time. As laborers in urban and rural areas have been equally paid regardless 
of their performance, their initiative has been seriously dampened. To cope 
with this circumstance, the Constitution reiterates: "The system of socialist 
public ownership supersedes the system of exploitation of man by man: It 
applies the principle of from each according to his ability, to each according 
to his work." As there is di:parity in work, there must also be disparity in 
gain. It is necessary to get rid of the longstanding malpractices of eyalitar- 
ianism and "eating from the same big pot" and appropriately widen the gap in 
income, so as to give full play to the principle of more pay for more work and 
less pay for less work. The idea that advocates absolute egalitarianism and 
simultaneous prosperity will inevitably lead to common poverty. Due to com- 
plicated historical and social factors, it will take time for the principie of 
"from each according to his ability, to each according to his work" to be 
thoroughly implemented. But this principle must be upheld and implemented 
anyway. 


A socialist society ensures the gradual improvements of its members' liveli- 
hood and the fulfillment of the goal of common prosperity. However, this by 
no means implies that all its members will attain the same well-to-do standard 
at the same speed by the same time. In fact, this is also impossible. Only 
by allowing and encouraging some people to get rich through hard work before 
others, can we inspire more and more people to strive for their well-being. 
Those who have got rich before others must make more contributions to the 
country, say paying income tax according to the law. Both egalitarianism and 
welfarism will not work. Improvement of living standards cannot surpass the 
development of production but must be based on it. We can neither tolerate a 
handful of people getting rich by unlawful means nor let a small number of 
people who have got rich before others lead an extravagant and dissipated life 
and be divorced from the masses. Just as Comrade Deng Xiaoping has pointed 
out: "If our policy leads to polarization, it will be a failure; if it breeds 
a new bourgeoisie, it means we are taking an evil path." 


VII. On the Relationship Between the Policy of Opening up to the Outside 
World and the Principle of Self-Reliance 


The world today is an opened world. Due to scientific and technological] 
development, efficient communication facilities, and fast spreading ol 











information, objective conditions no longer allow any country to practice 
closed doorism. Without the policy of opening up to the outside world, China 
will not be able to achieve socialist modernization either. We adhered to a 
rigid closed doorism during the 10-year "Great Cultural Revolution," while 
other countries were making great progress. As a result, the gap that had 
been narrowed between our country and others was widened again. We must not 
do such a foolish thing any more. It is in keeping with the Chinese people's 
fundamental and long-term interests to make up our deficiencies, save our 
time, and speed up the process of four modernizations by introducing advanced 
technology, management experience, and capital from abroad. The policy of 
opening up to the outside world is one of our long-term national policies 
which has been put down in the new Constitution. We will never again do such 
a stupid thing as closed doorism in the future, even if China has then become 
a powerful socialist country. Enhancing international exchange and cooperation 
to supply each other's needs is always something beneficial to all parties 
concerned and definitely not a unilateral endeavor. Frankly speaking, we will 
have to pay a price in dealing with foreign capitalists and ensure them some 
profits. But as Lenin said: "We are going to gain some worthy things which 
will surely help us to get strong and, eventually, stand up and defeat 
capitalism in the economic realm." 


A one-sided point of view prevailing in the past sees that all measures that 
have been taken by capitalism are evil things and whoever takes these measures 
is "following the capitalist road.'' Under the new circumstance where we are 
pursuing the policy of opening up to the outside world, it is definitely 
necessary to cure this "capitalistphobia.'' Some economic forms and methods 
that capitalism has adopted contain something scientific. With their dross 
rejected and their essence assimilated, they can serve our economic construc- 
tion. There was a dispute over the "Taylor system" in the Soviet Union in the 
1920's. This dispute ended up with a comprehensive appraisal of the system by 
Lenin, who concluded that it "was, on the one hand, the most ingenious cruel 
means of bourgeois exploitation and, on the other hand, a series of most 
fruitful scientific achievements." Lenin also put forth a well-known formula: 
The Soviet regime plus the Prussian railway administration system plus U.S. 
technology and trust crganizations plus the United States’ national education, 
and so on equals socialism. This formula can serve as a good remedy for 
"capitalistphobia." 


We must particularly emphasize that we can never forget the principle of self- 
reliance as our basic standpoint, the real origin of our force. Comrade Deng 
Xiaoping has made a profound statement in this regard: "To build a big 
country like China, we can depend on nobody but ourselves. We must mainly 
depend on ourselves, this is the principle of self-reliance." China must 
depend on itself in tapping two kinds of resources, expanding the two markets, 
and learning two methods. We badly need to tap our country's rich resources 
and explore the enormous latent domestic market. Foreign capital, technology, 
ard management experience are undoubtedly necessary and useful complements and 
auxiliaries to our country's economy. International economic and technologic- 
al exchange and cooperation that we are actively promoting are undoubtedly 
beneficial to all partners, but after all, it will increase our ability to 
develop China's economy through our own efforts. 





VIII. The Kelationship Between Domestic Economic Construction and a Peaceful 
International Environment 


The preamble of the Constitution reiterates: China adheres to an independent 
peaceful foreign policy, a policy determined by its socialist system. In 
order to build our country into a powerful modern socialist state, we need a 
lasting peaceful international environment. We will never seek hegemony and 
resolutely oppose hegemonism. Due to the escalation of the contention between 
the superpowers, there is still a possibility of worldwide warfare. However, 
just as Comrade Deng Xiaoping pointed out: The growth in the force of peace 
will exceed the growth in the factors of war; therefore, world peace can be 
safeguarded through the concerted efforts of all forces of peace in the world. 
China must not only work hard for a peaceful environment, which is a necessary 
condition for economic construction and development, but must also play an 
important part in safeguarding world peace. 


National construction is closely related to the international environment. 

Our basic task is to do a good job in domestic affairs, especially economic 
construction. As soon as our economy booms and our national power increases, 
China's international standing will be further upgraded and the country wil] 
have more say in international affiars. The increase in China's force implies 
the increase in the world's peace-loving force. China wants peace and hates 
war. We need peace today and will still need peace in the future, when our 
country will have developed. We will pursue the principle of seeking develop- 
ment in peace and seeking peace through development, work hard to build our 
motherland into a great socialist country, and strive to defend world peace 
and to push ahead the progressive cause of mankind. 


The above are several major questions I have thought about in restudying the 
Constitution. Many important questions have yet to be studied and explored 
conscientiously on the construction of a socialist economy with Chinese 
characteristics. I would like to join our comrades in this work. 
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NATIONAL POLICY AND ISSUES 


GUANGMING RIBAO ON CORE OF ECONOMIC ASSOCIATIONS 
HK171237 Beijing GUANGMING RIBAO in Chinese 5 Apr 86 p 3 


[Article by Lu Xiansheng [0712 0341 5116]: "Who Should Be the Core of an 
Economic Association" ] 


[Excerpts] In recent years, all types of horizontal economic associations 

have continuously emerged in our country. However, in any form of associa- 
tion, there is a question of who should be the leader or act as the core of 

the combination body. Practice shows that if this question is solved properly, 
the horizontal economic association will develop smoothly; otherwise, the 
horizontal economic association will amount to nothing. 


Who then should act as the core in various horizontal economic associations? 
In my opinion, the following basic points should be followed in various forms 
of economic associations at various levels in light of the objective require- 
ments of production development and the principle of ensuring the best 
economic results: 


First, name-brand and quality products should hold a leading position in the 
economic associations. Products form the foundation for the existence of 
enterprises, and name-brand and quality products provide a reliable guarantee 
for enterprises to survive in intense market competition. In the ever growing 
buyer's markets, it should be considered a success if non-name-brand products 
can be maintained. Products of inferior quality are always on the brink of 
being wiped out. Therefore, the economic associations will not have a bright 
future if they are not based on the production of some name-brand products. 


Second, large and medium backbone enterprises should play their backbone role 
in various economic associations. In general, these enterprises have advanced 
technology and equipment and have favorable material conditions and modern 
management organizations and experience. However, small enterprises only have 
small amounts of capital and can only do business on a small scale. Their 
conditions determine their positions in various economic associations. In 
recent years, a number of large-scale conglomerates and enterprise groups have 
appeared in the industrial, transport, trade, and financial systems of our 
country. All of them are centered on some large or medium backbone enterprises, 
with many small enterprises gathering around like stars around the moon. The 
large and small enterprises in these groups supplement each other to achieve 
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the best benefits for all. For example, the Dongfeng Automobile Corporation 
is an economic organization with Automobile Factory No 2 as the main body, and 
this automobile manufacturing group also includes 113 small factories in more 
than 20 provinces and municipalities throughout the country. If the leading 
role is not played by Automobile Factory No 2 but by several small factories, 
it would not be possible for such.a huge economic group to exist. 


Third, central cities should act as the core of various economic associations. 
In economic associations which involve both cities and rural areas, cities 
should function as the core, and in economic associations which include large 
and small cities, large cities should function as the core. This will enable 
the economic associations to carry out comprehensive programs, to coordinate 
and organize prceduction and circulation, to give play to the service functions 
of the cities, and to make full use of human, material, and financial resources 
so as to bring about the best social and economic results. 


Basically, the core of an economic association should not be self-proclaimed. 
It should take shape naturally in the course of economic development. Shanghai 
is an economic center of the whole country; Wuhan is an economic center of 
central China; and Guangzhou is an economic center of southern China. They 
all became economic centers in a natural course. Therefore, in the present 
trend to form horizontal economic associations, all enterprises and units 
should pay attention to develop themselves through economic association and 
should not indulge themselves in contending for a leading role in the economic 
association. Otherwise, the development of horizontal economic associations 
will be retarded. 
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ECONOMIC PLANNING 


TA KUNG PAO ON DEBATE OVER THREE GORGES PROJECT 
HK180843 Hong Kong TA KUNG PAO in Chinese 31 Mar, 1 Apr, 2 Apr 86 pp 1, 2, 3 


["Special feature" by Beijing correspondent Kung Shuangyin [7255 7175 0603]: 
"Feasibility Studies and Argument Over the Three Gorges Project"] 


[Excerpts] The Three Gorges water-control project which is now being designed 
is already being called in the world the great dam of China. On 15 November 
1984, Li Peng, vice premier of the state council, declared that "China has 
decided to build the gigantic Three Gorges hydropower station and welcomes 
foreign countries to cooperate with China in jointly building this huge pro- 
ject." Thereafter, many foreign governments and consortiums have been very 
much interested in the project and have come to China in succession for 
investigation and negotiations. 


In the spring of 1985 however, during the Third Session of the Sixth CPPCC, 
some members put forth different opinions and suggested not building or post- 
poning the Three Gorges project; and some members even "made tearful 
remonstrance."' The CPPCC economic construction group even organized an 
investigation group to look into the matter; and after a 38-day investigation, 
it submitted a written report in July, holding that the Three Gorges project 
would have more disadvantages than advantages and proposing that “it should 
not be built in the immediate future, at least during the Seventh 5-Year Plan 
period." 


In October of the same year, the consultant group of the planning department 
of the China General Corporation for developing the Three Gorges project also 
wrote a "Suggestion report on the Investigation Report on the Three Gorges 
Project Made by the CPPCC Economic Construction Group" (to be called the 
Suggestion Report hereafter for short), delivering different opinions on the 
viewpoints and grounds of argument in the CPPCC investigation report. 


During the recent National People's Congress, the Three Gorges project was not 
included in the Seventh 5-Year Plan for examination and approval. Obviously, 

the central government wants to solicit opinions from every quarter, including 
the opinions of experts, and to take a cautious attitude of being responsible 

to the people. 
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Not long ago, this reporter paid visits to some relevant people of the Gezhou 
Dam engineering bureau and the planning department of the China General 
Corporation for developing the Three Gorges project and learned something 
about the planned Three Gorges project. 


Desinged with high-dam, medium-dam, and low-dam multiple plans (that is, the 
dam can be 195 meters, 185 meters, or 175 meters above sea level), this project 
could play an important role in preventing floods in the Jing Jiang, as well as 
in other low-lying river sections, irreplaceable by any other projects. If 

the project is built according to the original low-dam plan (that is, with a 
dam height of 175 meters above sea level and a normal water storage line of 

150 meters above sea level) and with an extra antiflood storage capacity of 

22 billion cubic meters, the Jing Jiang great dike will still not burst and 

the Jing Jiang flood-diversion areas will not receive flood diversions even in 
the event of a flood such as occurs once in a century; and as long as the 

Jing Jiang flood-diversion sluices are opened, the Jing Jiang great dike will 
not collapse, and losses can be kept to a minimum, even in the event of a 

flood such as occurs once in 10 centuries. Therefore, the Three Gorges pro- 
jects should be built, even if only for the sake of flood prevention. 


The CPPCC "Investigation Report" says thet the Three Gorges project will not 
play a great role in the middle and lower reaches of the Chang Jiang because 
the flooding of the Chuan Jiang alone is insufficient to cause damage to the 
lower reaches of the Chang Jiang and the Three Gorges antiflood storage capa- 
city is limited. 


The "Suggestion Report" holds that although the composition of the source of 
floods in the middle and lower reaches of the Chang Jiang is rather complicat- 
ed, the flooding of the Chuan Jiang is its most important component part. In 
July and August of several big flood years this century, the floodwaters from 
Yichang constituted 60 to 80 percent of the total floodwaters in the Chang 
Jiang. In 1960 and 1970, there were no big floods in the middle and lower 
reaches, but the flow at the flood peaks in the 2 years reached respectively 
92,500 cubic meters per second and 105,000 cubic meters per second (the 
average annual flow was 14,300 cubic meters per second). As a result, dikes 
burst in Ouchi and Songzi, inflicting great damage in both Hunan and Hubei 
Provinces. Therefore, the argument that the floodwaters of the Chuan Jiang 
are insufficient to cause damage to the middle and lower reaches does not 
tally with the actual situation. 


The "Suggestion Report" also holds that the key to flood prevention in the 
middle and lower reaches of the Chang Jiang is a Jing Jiang great dam. Over 
the last 3 decades, through the great efforts to reinforce dams, open up 
branch flood storage areas, and build tributary reservoirs, the antiflood 
capability in the middle and lower reaches of the Chang Jiang has been notably 
improved. The Jing Jiang sections of the river, including its branch flood 


storage areas, can now lead off nearly 80,000 cubic meters per second. How- 
ever, if the flow of the flood peak from the upper reaches exceeds 80,000 
cubic meters per second, no ; ractical countermeasures are yet available. Over 


the last 800 years, the flood peaks from the upper reaches of the Jing Jiang 
have exceeded 80,000 cubic meters on eight occasions and 90,000 cubic meters 
on five occasions. The main function of the Three Gorges project is to 





coordinate the flood-prevention and flood-diversion projects in the middle and 
lower reaches when these big floods occur and to reduce its flood peaks to 
under 80,000 cubic meters per second and avoid devastating damage, rather than 
being asked to divert floodwater for the middle and lower reaches. Therefore, 
it is meaningless to compare the anti-flood storage capacity of the Three 
Gorges project with the amount of floodwater to be stored and diverted in the 
middle and lower reaches. 


The "Investigation Report" notes that the Three Gorges project will aggravate 
the flood calamities in the upper reaches, saying tht "if the project is 
built according to the 180 plan (meaning that the dam is 195 meters high and 
the storage line is 180 meters), in the event of a flood such as occurs once 
in a century, the dam chest water level will rise to 190 meters.......the water 
level in Chongqing will reach 210 meters or more....... " The "Suggestion 
Report" maintains that this shows that the content of the original design is 
not well understood. According to the 180 plan, the highest water storage 
line during the dry season will be 180 meters, and the restrictive water level 
during the flood season will be 150 meters. When a once-in-a-century flood 
occurs, the highest water storage line will be 175 meters; and even when a 
once-in-10-centuries flood occurs, the storage line will still not exceed 180 
meters. Therefore, the problem that "the dam chest water level will rise to 
190 meters" and that "the water level in Chongqing will reach 210 meters" does 
not exist. Even if the other plans involving lower water storage levels are 
adopted, such a problem will not exist then, either. 


According to the "Investigation Report," "From the point of view of warding of 
the flood calamities of the Chang Jiang, we do not have to build the Three 
Gorges reservoir. Instead, we should begin from the Chang Jiang's flood 
sources and its several tributaries, which are rainstorm areas, and strive to 
apply the method of retaining floodwater in different localities and integrat- 
ing the dredging of rivers with flood diversion." 


The "Suggestion Report" says that this is an imaginative method divorced from 
the actual situation in the Chang Jiang. According to incomplete statistics, 
since the founding of the country, about 80 large and medium-sized reservoirs 
have been built along the tributaries of the Chang Jiang; and several dozen 
more reservoirs are now being built. Some tributary reservoirs can play a 
relatively béz role in flood control in the tributaries (such as the 
Danjiangkou Reservoir). However, as the Chang Jiang basin is vast and has 
many tributaries, and the source of the floodwater in its main stream is very 
complex, the tributary reservoirs cannot play a marked role in flood control 
in the main stream. As far as flood control in the Chuan Jiang is concerned, 
there should be about 19 reservoirs in the main stream and tributaries accord- 
ing to the Chang Jiang plan, (of which, 3 have been completed and 1 is now 
under construction). Working in coordination with the Three Gorges project, 
these reservoirs can certainly play a considerable role in flood prevention in 
the middle and lower reaches. If the Three Gorges project is not to be built, 
due to scattered control and in particular the uncontrollable area of 300,000 
square km between these reservoir groups and the Three Gorges, the threat of 
flooding in the middle and lower reaches will still not be removed. In addi- 
tion, the building of reservoirs is restricted by conditions and they cannot 
all be completed. 








Equivalent to One-Sixth of the Total Generated Energy Produced in the Whole 
Country 


Last year, notwithstanding that the total generated energy produced in the 
whole country was over 400 billion kilowatt-hours, the electricity supply was 
still very short of demand, particularly in east China and central China. 
Nevertheless, the Chang Jiang, which has great hydropower potential, is allow- 
ed to flow untapped. Lin Yishan, a noted hydraulician, once said that "while 
the river of spring water rolls toward the east, coal and oil are carried to 
the sea." 


The building of the Three Gorges project will bring about changes in this 
situation. According to the feasibility study report approved by the State 
Council in principle in 1984, the Three Gorges water control project comprises 
spillway dams, nonspillway dams, factory power station buildings, double-line 
fourth-grade ship locks, single-line first-grade vertical ship-lifting machines, 
and so on. There will be a total of 26 generators installed in the power 
station. The installed capacity of each generator will be 500,000 kilowatts, 
and the total installed capacity will be 13 million kilowatts. The average 
annual generated energy will be 67.7 billion kilowatt-hours, which is equal 

to one-sixth of the total generated energy in the country at present, or 
equivalent to more than 35 million tons of raw coal or 18 million tons of 
petroleum. 


Being in the heart of China, the Three Gorges power station would occupy an 
ideal geographical position. The electricity-consuming centers like Shanghai, 
Beijing, Guangzhou, and so on are all about 1,000 km away as the crow flies 
and within the radius of economic power transmission. Because of its enormous 
installed capacity and the regulating capability of its reservoirs, the Three 
Gorges power station could join its neighboring major power grids and they 
could greatly complement each other, thus contributing to the formation of a 
unified national power system. 


The Three Gorges project can not only generate enormous energy but also provide 
great economic benefits. Because the power station will stand across the 

Chang Jiang and be used as many as 5,200 hours per year, its establishment is 
of particularly great significance to meeting the power needs of the national 
economic development in the middle and lower reaches of the Chang Jiang. 


The CPPCC "Investigation Report" says that according to the 150 plan, the 
installed capacity of the Three Gorges project will be 13 million kilowatts. 
If the total investment is 20 billion yuan, as the plan estimates, the result 
should not, of course, be regarded as bad in view of the energy generated. 
However, according to investigations, the total investment will exceed 60 
billion yuan, and the investment for each kilowatt will amount to over 4,600 
yuan. Even if accrued interest is not included, the total investment will 
still reach over 31 billion yuan, and the investment for each kilowatt will] 
amount to over 2,300 yuan. Obviously, such a result cannot be regarded as 
good as compared with those of some large and medium-sized hydropower stations 
in which the average investment for each kilowatt is only 1,600 yuan. 








The CPPCC report also holds that because the construction period will be long 
and, for a dozen years after construction has started, there will be only in- 
put but no output, it can truly bring its role into play only after the year 
2000. As a result, it will not only consume large amounts of construction 
funds, but also squeeze out some urgent projects necessary to the quadrupling 
of annual gross industrial and agricultural output value. 


Nevertheless, the "Suggestion Report" holds that the argument of the CPPCC 
report that the cost of the Three Gorges project would be exorbitant and the 
results poor is only an imaginary conclusion made derived from comparison with 
other hydropower stations and under unusual conditions. 


According to the 150 plan for the Three Gorges project, the amount of concrete 
for each kilowatt will be 1.76 cubic meters, and the amount of earth and stone 
excavated will be 6.22 cubic meters. However, the amounts of concrete and of 
earth and stone for each kilowatt in the case of those hydropower stations 
build from 1980 to 1985 are, on average, 3.91 and 12.62 cubic meters, being 
2.2 and 2 times as much as in the case of the Three Gorges project. 


Some people proposed building 20 large or medium-sized hydropower stations to 
substitute for the Three Gorges project. Ogis is the so-called the "substitu- 
tion plan." 


Of the 20 hydropower stations, only 6 have preliminary designs worked out; and 
the other 14 have only draft plans, but no preparatory work, so they cannot be 
started in the next few years. Analyzing the preliminary designs for the six 
hydropower stations, we gather that the average amount of concrete for each 
kilowatt will be 2.65 cubic meters, and the earth and stone excavated for each 
kilowatt will be 11.96 cubic meters, being respectively 1.5 and 1.9 times as 
much as the figures for the Three Gorges project. In terms of numbers of 
people displaced, for every 10,000 kilowatts of the Three Gorges project, 388 
people would be displaced (calculated on the basis of a total of 500,000 people 
being displaced), which is quite near the average figure of 399 people to be 
displaced by the 6 hydropower stations. Every 100 million kilowatt-hours 
produced by the Three Gorges project can displace 738 people, while the 6 
power stations can displace an average of 1,443 people. In addition, the 
geological conditions for the Three Gorges projects are excellent, so it is 
impossible for its unit cost to be higher than that for other hydropower 
stations under construction. 


As for the argument that "the Three Gorges project would have a long construc- 
tion period and be slow in yielding output," the "Suggestion Report” holds 
that it is true that the Three Gorges project would have a long construction 
period and be slow in yielding output as compared with any other individual 
large or medium-sized power stations which are smaller in scale. However, if 
the Three Gorges project is compared with a number of hydropower stations with 
the same installed capacity, the situation is reversed. The construction 
period for building a hydropower station with an installed capacity of about 

1 million kilowatts is about 8 to 9 years, and the Three Gorges project would 
require 11 years. However, after the first batch of generators is put into 
production, four more generators will be installed each year in the Three 
Gorges power station. This is equal to two 1l-million-kilowatt power stations 


17 




















being built, which can produce 270 billion kilowatt-hours of electricity trom 
the start to the completion of the project. Therefore, because its production 
rate is incomparable to that of other power stations, the Three Gorges project 
is a construction project of great reserve potential. 


Being the biggest artery in the inland navigation of our country, the Chang 
Jiang is called the “waterway of gold." Fleets can sail from Yibin to the sea 
along its 2,800 km-long water course all year round. However, because the 
Chuan Jiang has too many shoals and rapids, it is very difficult to navigate. 
In particular, along the 660-km-long river course from Yichang to Chongqing 
there are numerous sharp bends and 46 single-way channels. As the navigation 
conditions are very poor, the freight volume is very small and accounts for 
only one-eighteenth of the total freight volume of the Chang Jiang. Moreover, 
the cost of transport is very high. 


After the completion of the Three Gorges reservoir, the backwater area would 
reach areas above Fuling and near Changshou, and basically submerge all the 
shoals and rapids from Changshou to Yichang along the Chuan Jiang; and the 
reservoir area would form a deepwater navigation course as long as 400 to 500 
km. In areas below Yichang, because of the regulation by the Three Gorges 

and Gezhou Dam reservoirs, the downstream discharge in the dry season would 
increase. As a result of the improvement in navigation, 10,000-ton fleets 
would sail directly from the mouth of the Chang Jiang to Chongqing, the freight 
costs would be greatly reduced, sailing times would be shortened, and freight 
volume would be increased. 


The CPPCC "Investigation Report" maintains that as far as navigation is con- 
cerned, the disadvantages of the Three Gorges project would outweigh its 
advantages. The report says that fundamentally speaking, the project would 
limit the freight volume of the Chang Jiang. Although the designed freight- 
passage capability of the Three Gorges great dam is only 50 million tons, this 
is only a theoretical figure and cannot be attained. 


The "Suggestion Report" says that 50 million tons is not just a theoretical 
figure. According to the relevant documents of the transportation and communi- 
cations departments, the theoretical single-way freight-passage capability of 
the Three Gorges ship locks is estimated to be 150 million tons in light of 

the size of its designed sluice gates. The Chuan Jiang channel below Chongqing 
is thick with reefs, shoals, and rapids, and has many narrow bends. Despite 
efforts at realignment over the last 3 decades or so, it still has over 139 
shoals, 25 reef sections, 45 single-way navigation sections, and 2/7 sections 
which cannot be navigated at night, thus seriously hindering the development 

of navigation along the Chuan Jiang. Moreover, it is rather difficult to 
improve its navigation capability greatly purely by relying on the realignment 
of the channel. After the completion of the Three Gorges reservoir, most of 
the shoals could be, or could basically be, submerged by the backwater to dif- 
ferent levels. How could it restrict the freight volume of the Chang Jiang 

or even become an obstacle to the economic development in southwest China. 
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The Issue of Silt Deposit Has Been Resolved 


Regarding the issue that the silt deposits resulting from the movements of the 
backwater will reduce Chongqing to a dead port, as maintained by the 
"Investigation Report," the "Suggestion Report" says that in light of analysis 
of the recent scientific research on silt, silt experts believe that this 
matter can be resolved as long as various water levels are rationally selected. 
The key lies in the idea that during the high-water season the restrictive 
water level should not be set too high, so as to situate Chongqing port on the 
floodway, and it is necessary to prevent Chongqing port from being a stopping- 
point of the backwater. 


Regarding the issue of silt deposits resulting from the Three Gorges project, 
the Chang Jiang Valley planning office has mobilized forces to have a large- 
scale investigation carried out, has studied the silt deposits in other 
reservoirs in the country, has observed the silt deposits in reservoirs like 
Danjiangkou, Gezhou Dam, and so on, and has done an analysis and calculations 
on the silt deposit of the Three Gorges reservoir. 


After examining and investigating the feasibility study report concerning the 
Three Gorges project in 1983, the Chang Jiang Valley planning office, together 
with departments of water resources and electric power and transportation and 
communications, as well as scientific research institutes and schools of 
higher learning, carried out nation-wide academic and scientific research and 
model experiments on the question of silt deposit cof the Three Gorges project. 
At present, long-range mathematical calculations modeled on silt deposits of 
reservoirs over 200 and 80 years have been completed by computers. The 
Tianjin water transport scientific research institute of the Ministry of Com- 
munications, the Wuhan Hydraulics and electrical college, and other units 
conducted four silt model experiments modeled after the typical silt sections 
of the backwater movement areas at the end of the reservoir. The results of 
the computer calculations and model experiments have shown that there are two 
favorable conditions for resolving the question of silt deposits in the Three 
Gorges reservoir. 


First, the water discharge of the Chang Jiang is large and its silt content is 
small. Its average annual discharge of water at Yichang is 453 billion cubic 
meters per second [as published], 10 times greater than the figure for the 
Sanmen Gorge on the Huang He and the Danjiangkou, a branch of the Han Jiang. 
Meanwhile, its total annual volume of silt is 520 million tons, with 1.17 kilo- 
gram per cubic meter of water flow. This is equivalent to one-thirtieth of 
that of the Sanmen Gorge on the Huang He and one-third of that of the Danjiang- 
kou. In addition, 99 percent of the silt is suspended load (which means that 
the sand is very fine and is suspended in the water), which flows along with 
the current. The amount of bed-load silt (a mixture of coarse sand and 
cobbles) is not large. The total annual volume of such silt flowing to 
Fengjie, the upper mouth of the Sanmen Gorge, is about 700,000 tons, which 
silts up river beds and is carried along with the current at a very slow speed. 
After a dam is built at the Sanmen Gorge, the water level will be raised by 

at least 100 meters and the reservoir area will cover about 400-500 km. There- 
fore, the bed-load silt of the unper reaches of the river can hardly enter the 
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dam area, and even if it does enter, the quantity will be very small. Thus 
it will not create a threat to the reservoir for a fairly long time to come. 


Second, the volume of suspended-load silt flowing during the high water season 
between June and September each year constitutes over 80 percent of the total 
velume and a small quantity of pebbles also flows along with the current during 
the high water season. To meet the needs of flood control, we can lower the 
water level in front of the dam during the high water season so as to dredge 
silt easily, and store water after the high water season. Generally speaking, 
between June and September, the flood season of every year, the water level 

in front of the dam can be kept at 135 meters for flood prevention, and this 
can be fully used for power generation and flood prevention. After the water 
level is lowered, the area which is built to retain silt might become a natural 
river bed and silt can flow to the lower reaches of the river along with the 
current. 


The Three Gorges reservoir will be divided into four water layers. The lowest 
layer will store 11 billion cubic meters of water, but it is of no importance 
to the functions of the reservoir. The second layer can be fully used for 
power generation, with periodical readjustment of the water level and dis- 
charge of water. The third layer, which coincides with the second layer in 
part, can be called the flood storage layer, and is used to retard the down- 
rush of floods to the lower reaches during the flood season. The fourth layer 
is to retard unexpected serious floods to prevent, to a certain extent, damage 
to the middle and lower reaches. 


According to calculations using computer models, in the first 10 years, the 
Three Gorges reservoir can remuve one-third of the silt with its water flow, 
and the volume of silt removed will increase year by year. Eighty years later, 
silt entering the reservoir will hardly stop and rapids can carry away all the 
silt from the reservoir when the water release gates are opened during the 
flood season. When the volume of flowing silt and deposited silt strikes a 
balance, the water layer for power generation can maintain 82 percent of its 
storage capacity, while the water layer for flood control can maintain 95 per- 
cent of its storage capacity. Then, we can make the most of the reservoir 
being there for a long time. 


In order to be sure regarding the deposited silt in the backwater area in the 
rear part of the reservoir, a large number of scientists and technicai person- 
nel threw themselves into investigation and study. They made calculations 
using computer models and built large actual models of the backwater area of 
the Three Gorges reservoir in Hankou, Wuchang, Beijing, and Tianjin to carry 
out experiments on deposited and flowing silt. 


/12712 
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AGGREGATE ECONOMIC DATA 


SHANDONG COMMUNIQUE ON ECONOMIC, SOCIAL DEVELOPMENT 
SK170345 Jinan DAZHONG RIBAO in Chinese 2 Apr 86 p 2 


[Communique on the statistics of 1985 economic and social development, issued 
by the Shandong Stzcistical Bureau--date not given] 


[Text] Led by the CPC Central Committee, the State Council, the Shandong 
Provincial CPC Committee, and the Shandong Provincial People's Government, in 
1985, the people throughout the province further implemented the principle of 
invigorating the domestic economy and opening the province to the outside 
world, and vigorously advanced the reform of the economic structure. In the 
course of invigorating the microeconomy, the province strengthened the manage- 
ment and control over the macroeconomy. As a result, remarkable achievements 
were scored in economic construction and social development. The total product 
of society came to 107.7 billion yuan, 15.5 percent higher than in 1984. 
(Footnote 1) (The total product of society is the sum of the total output 
value of agriculture, industry, the building trade, communications and trans- 
portation, and commerce, including the supply and marketing of materials and 
equipment and the value of the five above-mentioned material producing depart- 
ments.) Of this sum, the total output value of industry and agriculture was 
98.44 billion yuan, 15.7 percent more than the previous year. National income 
reached 47.3 billion yuan, up 13.3 percent from i984. The major economic 
targets set by the province's Sixth 5-Year Plan were accomplished sucessfully. 
Along with the sustained growth of industrial and agricultural production, the 
market was also brisk, economy was lively, foreign trade was expanded, finan- 
cial revenue increased, the people's living standards were further improved, 
and new headway was made in science, education, culture, and public health. 
The major problems in economic development were society's total demand out- 
stripping society's total supply, which was evidenced by excessive investment 
in fixed assets, poor economic efficiency of some enterprises, and poor 
quality of the products of these enterprises. 


l. Agriculture 


In 1985 our province's countryside continued to readjust the production setup, 
reformed the purchasing and marketing systems for agricultural products, and 
vigorously developed commodity production, thus effecting a good situation of 
comprehensive development of the rural economy. Along with the further popu- 
larization of agricultural science and technology as well as the improved 
varieties of crops, agricultural production developed with good results. 
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The total product of society in the countryside was 56.03 billion yuan in 1985, 
a 12.9-percent increase over 1984. (Footnote 2) (Total product of society in 
the countryside includes the gross output value of agriculture and the gross 
output value registered by collective and individually run rural industries, 
the building industry, transportation service and commerce. The figure is 
calculated in terms of present prices.) The rural economy gradually developed 
from a single-product agricultural economy to an economy with various forms. 
The secondary and tertiary industries developed to some extent. The propor- 
tion of output value registered by the rural industry, the building industry, 
transportation service, commerce, catering trade, and service trade in the 
total rural output value rose from 37.5 percent in 1984 to 40.1 percent in 
1985. 


The total output value of agriculture was 35.38 billion yuan (including that 
from village-run industry), up 11.8 percent from the previous year. Of this, 
the proportion of forestry, animal husbandry, sideline production, and fishery 
rose from 34.2 percent in 1984 to 41.2 percent in 1985. After deducting the 
industrial output value produced by village-run industry, the total output 
value of agriculture was 27.65 billion yuan, a 3.7-percent increase over 1984. 


Except for cotton, whose output decreased because of a planned reduction in 
its cultivated area, the outputs and cultivated areas of grain and oil-bearing 


crops registered an increase over the previous year. 


Output of major farm products was as follows: 





Percentage 
Increase 
1985 Over 1984 
Grain 62.75 billion jin 3.2 
Cotton 21.236 million dan -38.4 
Oil-bearing crops 53.571 million dan 47.2 
Of which: peanuts 52.428 million dan 45.6 
Jute, ambari hemp 5.123 million dan 390.0 
Leaf tobacco 6.014 million dan 32.9 
Of which: cured tobacco 5.734 million dan 32.9 
Silkworm cocoons 236,000 dan -10.5 
Fruits 4.26 billion jin 13.9 


Thanks to the further implementation of the forestry production responsibility 
system, a total of 2.54 million mu were afforested in 1985 (not including 
600,000 mu of fruit-growing areas), showing an increase of 24.7 percent over 
the previous year. Among the major forestry products, the output of Chinese 
prickly ash increased by 6.2 percent, that of chestnuts rose 8.2 percent, and 
that of walnuts dropped 4.4 percent. 


There was a fairly rapid growth in livestock production. The output of pork, 
beef, mutton, poultry, and eggs increased rapidly. The number of sheep in 
stock began to rise. 
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Output of major animal by-products and the number of livestock was as follows: 





Percentage 
Increase 
1985 Over 1984 
Output of pork, beef, 
and mutton 2.39 billion jin 14.4 
Milk 69.44 million jin 37.4 
Hogs slaughtered 14.826 million head 15.5 
Hogs in stock at 
year end 18.128 million head 7.8 
Large animals at 
year end 4.423 million head 9.] 
Sheep at year end 7.822 miilion head 3.9 


There was further growth in fishery production on the basis of the progress 
made in the previous year. In 1985, the output of aquatic products reached 
814,000 tons, an increase of 7.9 percent over the previous year. Of this, the 
output of fresh-water products was 84,000 tons, an increase of 37.9 percent; 
and that of marine products was 730,000 tons, an increase of 5.2 percent. 


Conditions for agricultural production continued to improve. The total power 
capacity of farm machines reached 31.279 million horsepower by the end of 
1985, an increase of 9.1 percent over that of last year. The number of trac- 
tors for farm use was 382,000, an increase of 14 percent. Of this, the number 
of small-capacity and walking tractors was 248,000, an increase of 24.8 per- 
cent. The number of heavy-duty trucks for farm use was 34,000, an increase of 
26.2 percent. The figure for irrigation and drainage power equipment was 
13.363 million horsepower, an increase of 3.3 percent. A total of 1.857 
million tons of chemical fertilizer were applied (calculated in terms of the 
net amount which were applied), a drop of 2 percent from the previous year. 

A total of 66.48 million mu were cultivated by machines, an increase of 2 
percent over the previous year. The total consumption of electricity in rural 
areas reached 4.25 billion kwh, an increase of 10.7 percent. A total of 

63.48 million mu of areas were irrigated through water conservancy works, 
showing a slight increase over the 1984 figure. Of this, the areas irrigated 
by using water delivered from electric pumping wells increased by 3.5 percent. 


Weather forecasts by meteorological departments were further accurate thanks 
to strengthening forecast and scientific research work. The meteorological 
departments made initiative contributions to developing agricultural produc- 
tion and preventing and combating natural disasters. 


While further readjusting the rural production structure and developing a 
diversified economy, the rural areas firmly attended to grain production. 


2. Industry 


Industrial production was rising in a steady and sustained manner in 1985. 
Light and heavy industries were developing coordinatedly. The industrial 


23 











growth rate was accelerated and the economic results continued to increase. 
The total annual industrial output value was 54.06 billion yuan, an increase 


of 18.5 percent over that of 1984. 


The growth rate of the 1985 annual 


industrial output value was higher than any other years during the "Sixth 


5-Year" 


Plan period. Among the total industrial output value, the output 


value realized by state industrial enterprises increased by 16.9 percent, that 
by collectively owned industrial enterprises increased by 21.4 percent, that 
by urban collectively-owned industrial enterprises increased by 15.9 percent, 
and that by industry of other kinds of ownership increased by 7.1 percent. 
When added to the output value of the rural industry, the total industrial 
output value in 1985 was 61.79 billion yuan, an increase of 22.1 percent over 


that of 1984. 


The output of 87 of the 100 major industrial products met or topped the plans. 
Thirteen products, including bicycles, chemical fertilizers, chemical 
insecticides, and sulphuric acid, failed to meet their 1985 targets. Most of 


these were products where supply had exceeded demand. 


In 1985, the output of light industrial products increased by a large margin 
thanks to the ceaseless and vigorous development of marketable products and 


expansion of designs and varieties of products. 


The annual output value of 


light industry was 29.66 billion yuan, an increase of 18.4 percent over that 
of 1984. Of this, the output value realized by food industry increased by 
12.6 percent, that by textile industry increased by 20.3 percent, and that by 
leather industry increased by 30.4 percent. 
grade products and brand-name products still failed to meet the demands of the 
vast number of consumers due to short supplies. 


However, some high-and medium- 


Output of major light industrial products was as follows: 


Cotton yarn 
Cloth 
Woolen piece goods 
Silk textile 
Machine-made paper and 
paper boards 
Beer 
Salt 
Cigarettes 
Detergents 
Bicycles 
Sewing machines 
Watches 
Television sets 

of which: 

color TV sets 
Cassette recorders 
Cameras 
Household washing machines 
Household refrigerators 


309 ,000 
1.25 
12.488 
53.787 


565,000 
287,000 
1.891 
2.233 
81,000 
2.233 
486 ,000 
3.513 
416,000 


66,000 
344 ,000 
28,000 
364 ,000 
17,000 
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In 1985, the heavy industry maintained a higher speed of development. 


percent increase over 1984. 


/ / 


The 
annual total heavy industrial output value reached 24.4 billion yuan, an 18.6 
Of this increase, those in machine-building 


industry reached 26.6 percent and those in building material industry, 14.7 


percent. 


power, steel products, and raw materials incurred a strained situation. 


Output of major heavy industrial products was as follows: 


Percentage 
Increase 
1985 Over 1984 

Coal 49.223 million tons 7.9 
Crude oil 27.032 million tons 17.4 
Natural gas 1.14 billion cubic meters 2.5 
Electricity 26.21 billion kwh 10.8 
Steel 1.25 million tons 13.6 
Rolled steel 982,000 tons 10.5 
Coke 2.596 million tons 8.9 
Cement 11.218 million tons 21.5 
Sulphuric acid 274,000 tons -37.3 
Soda ash 269,000 tons 12.9 
Chemical fertilizer 
(calculated in terms of 
net volume) 970,000 tons -14.9 
Chemical insecticides 17,000 tons -30.4 
Power generating 
equipment 256,000 kw 28 
Machine tools 11,000 36.1 
Motor vehicles 16,000 27.5 
Tractors (with or above 
20 horsepower) 7,243 40.4 
Small-sized tractors 115,000 32.4 
Civilian steel boats 25,000 tons 56.1 





Primary energy output (calculated in terms of standard coal) reached 


75.317 million tons, a 12.5 percent increase over 1984. The supply of electric 








Conducting reforms in industrial systems brought about vigor to enterprises 
and economic results increased. The 1985 comprehensive energy consumption in 
every 10,000 yuan output value reached 20.8 tons of standard coal, a 3.4 per- 
cent decrease over 1984. The per-capita productivity of the state industrial 
enterprises reached 16.628 yuan, an 8.6 percent increase over 1984. Profits 
and taxes earned by the local state industrial enterprises covered by the 
budget reached 4.23 billion yuan, 23.7 percent increase over 1984. Profits 
handed over to the state reached 2.94 billion yuan, a 28 percent increase over 
1984. The turnover period of the fixed circulating funds was 4.3 percent 
shorter than that of 1984. Cost of comparable products showed a 6.4 percent 
increase over 1984 due to the price readjustment of raw materials and trans- 
port charges. The quality of a number of products was newly upgraded, of 
which, 55 products won the national level gold or silver medals, 48/7 products 
won the provincial fine-quality title, and 51 foodstuff products won the 
provincial fine-quality title. 
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3. Transportation, Post, and Telecommunications 


In 1985, the communications and transportation departments showed an increase 
in freight and passenger transportation volume over the 1984 figure thanks to 
the adoption of various measures to upgrade transport capability. Freight 
volume handled by all means of transportation in the province was 47.51 billion 
ton-km, a 13.2 percent increase over 1984. Of this increase, the volume 
handled by railway transportation reached 34.42 billion ton-km, a 9.5 percent 
increase over 1984; that handied by highway transportation, 8.14 billion ton 
km, a 25 percent increase over 1984; and that handled by waterway transporta- 
tion, 2.95 billion ton km, a 32.9 percent increase over 1984. The freight 
volume handled by the coastal harbor cities reached 41.45 million tons, a 5.2 
percent increase over 1984. 


The 1985 volume of passenger travel handled by all means of transportation was 
19.91 billion person-km, a 16.7 percent increase over 1984. Of this increase, 
that handled by railway transportation reached 11.9i billion person-km, a 12.9 
percent increase over 1984; that handled by highway transportation, 7.9 billion 
person-km, a 23.1 percent increase over 1984; and that handled by waterway 
transportation, 200 million person-km, a 15 percent increase over 1984. 


Post and telecommunications developed continually. In 1985, transactions 
throughout the province amounted to 160 million yuan, up 17.7 percent from 
1984. The number of letters handled went up 15.7 percent; newspapers and 
magazines distributed rose 28.3 percent; the number of telegrams rose 24.6 
percent; long-distance telephone calls grew 18.5 percent. The year-end 
number of telephone subscribers in urban areas increased 13 percent; and that 


in rural areas, 3.5 percent. 


Economic results continued to improve in the transportation and post and 
telecommunications departments. Per-capita productivity for railway trans- 
portation increased 7.7 percent over the previous year; and that for water 
transportation, 40.2 percent. Profits earned by railway departments rose 

21.3 percent. The difference between income and expenditure of post, tele- 
communications, and communications enterprises rose by 12.1 percent. However, 
a relatively wide gap betwcen the railway transportation capacity and the 
demanded volume remained, and the number of foreign cargo ships docking at the 
province's ports still surpassed the stipulated figure. 


4. Investment in Fixed Assets 


Investment in fixed assets increased considerably in 1985. Total investment 
in fixed assets throughout the province amounted to 19.34 billion yuan, which 
was 5.33 billion yuan, or 38 percent, more than the preceding year. Of the 
total, 10.04 billion yuan was in state-owned enterprises, up 46.9 percent from 
1984; 3.03 billion yuan was in urban and rural collectively owned enterprises, 
a 19.4-percent increase; and 6.28 billion yuan was from urban and rural] 
individual investment, a 31./-percent increase. 


Of the investment in fixed assets for state-owned enterprises, 4.87 billion 
yuan went into capital construction, which was 44.9 percent more than the 








previous year. (Footnote 3) (Investment in capital construction excludes the 
investment in transprovincial and transregional projects.) Of the investment 
in capital construction, 1.12 billion yuan went into energy projects, an 11.9- 
percent increase over the previous year; and 350 million yuan was channeled 
into educational and scientific research projects, a 9.3-percent increase. An 
investment of 2.9 billion yuan, or 59.5 percent of the planned target, '1s put 
into 50 large and medium-sized construction projects. Key projects which were 
completed and put into operation included the Yexian Magnesium Mine, the 
Qingdao Brewery. The Yanzhou-Shijiugang Railway, the Shijiu Harbor, and the 
Lanshan Harbor. 


The new production capacities of these projects in 1985 include: 440,000 tons 
of coal, 300,000 tons of crude oil, 312,000 kw of power generating capacity, 
88,000 tons of cement, 29,000 tons of beer, 5,000 washing machines, 30,000 
tons of synthetic ammonia, 8 million cubic meters of water storage capacity of 
reservoirs, 315 km of new railways already in operation, 21.15 million tons of 
port cargo handling capacity, and 66,000 seats for students of universities, 
colleges, middle schools, and primary schools. 


Headway was made in the technical transformation of existing enterprises. 
State-owned enterprises in 1985 made use of a total of 5.17 billion yuan in 
equipment replacement, technical updating, and other fixed assets, a 54.4- 
percent increase over the previous year. Of this amount, 1.02 billion yuan 
was invested in increasing the variety of products and improving the output 
of products, a 54.4-percent increase over 1984; and 240 million yuan was 
invested in economizing energy resources and raw materials and improving the 
quality of products, a 33.3-percent increase. Of the 2,929 projects under- 
going technical updating and equipment replacement, 1,562 were completed, 
which played an important role in bringing about technical progress of the 
enterprises. 


Further advances were made in the reform of the administrative systems of the 
building industry and capital construction. A total of 98.2 percent of state- 
owned construction and installation enterprises (excluding the independently 
run construction enterprises) introduced various forms of an investment con- 
tract system, which resulted in remarkable improvement in economic efficiency. 
Total output value of construction enterprises in 1985 came to 3.12 billion 
yuan, up 35.1 percent from 1984. Of this, total output value of state-owned 
construction enterprises came to 2.2 billion yuan, up 35.6 percent from 1984; 
and per-capita labor productivity was 8,867 yuan, up 13.5 percent. 


In 1985 capital construction was still overextended, thus worsening the contra- 
dictions between the supply and demand of raw materials, and bringing about a 
continued increase in the costs of projects. 


5. Domestic Commerce 


Along with the reform of the commercial system, commodity circulation channels 
were further unclogged, and urban and rural markets became more flourishing 
and thriving. The 1985 total value of commodities purchased by state-owned 
commercial departments and supply and marketing cooperatives reached 25.88 
billion yuan, a 5.8-percent increase over the previous year. Of this sum, 
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total value of industrial products purchased was 14.79 billion yuan, a 16.9- 
percent increase; and that of farm and sideline products, 10.92 billion yuan, 
a drop of 6.5 percent. 


The total retail sales of commodities of the province in 1985 reached 27.19 
billion yuan, up 15.5 percent over the previous year. If the price increases 
are factored in, the actual increase was 7.8 percent. Of the total retail 
sales, the sales of consumer goods grew by 19.2 percent, and that of farming 
materials and equipment 2.4 percent. When comparing the retail sales of most 
principal consumer goods with that of the previous year, the sales of grain 
increased 5.2 percent, that of edible vegetable oil 30.2 percent, that of 
fresh eggs 26.8 percent, that of edible sugar 20.8 percent, that of knitting 
wool 11.4 percent, that of electric fans 78.8 percent, that of television sets 
33.7 percent, that of cassette recorders 44.1 percent, that of washing 
machines 32.7 percent, and that of refrigerators 550 percent; and the sales of 
pork dropped by 7.1 percent, sewing machines 5.1 percent, and watches 8.5 per- 
cent. 


The retail sales of commodities made by units of various economic ownership 
comprehensively increased in 1985. The retail sales made by the state economic 
units increased by 5.9 percent, that of the collective economic units 14.6 
percent, and that of the individual economic units 48.2 percent. The propor- 
tion of retail sales of commodities made by the individual economic units to 
the total retail sales rose from 13.5 percent in the previous year to 17.4 
percent. 


The pace of reforming the economic structure was further accelerated. By the 
end of 1985, 2,485 small state-run retail commercial, catering, and service 
units had changed their ownership and forms of management or had leased out, 
an increase of 1,064 units, or 74.9 percent over the previous year, of which 
1,946 state-owned units transferred their management to the collectives, an 
increase of 80 percent; 308 units changed their state ownership into collec- 
tive ownership, an increase of 98.7 percent; and 231 units were leased out to 
the individuals, up 24.9 percent. 


The scale of urban and rural trade fairs was expanded unceasingly and their 
businesses were brisk. In 1985, there were 5,256 urban and rural trade fairs 
throughout the province, an increase of 312 over the previous year. The com- 
modity transaction volume reached 4.39 billion yuan, up 26.8 percent. The 
business volume of meat, poultry, eggs, aquatic products, vegetables, and 
fruits showed a fairly great increase. At present, trade fairs have beccme 
the main channels for the urban and rural residents to buy nonstaple food- 
stuffs. 


Some commodity prices were adjusted in 1985 which further promoted the develop- 
ment of the commodity economy. The general retail price index showed an 
increase of 7.1 percent over the previous year, registering an increase of 

8.9 percent in the urban areas and 6.6 percent in the rural areas. In the 
general retail price index, the price of meat, poultry, and eggs rose 15./ 
percent respectively; aquatic products 31.4 percent; fresh vegetables 32.4 
percent; grain 13.8 percent; books, newspapers, and magazines 21.6 percent. 
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The prices of garments, daily necessities, cultural and recreational goods, 
medicines and medical equipment slightly increased respectively. The cost of 
living index for workers and staff during the year rose by 8.8 percent over 
the previous year. The price index for the purchase of farm and sideline 
products rose 6.1 percent and the cost of living index for peasants rose by 
8.7 percent. The market commodity prices also showed a fairly big increase. 


6. Foreign Economic Relation and Trade, and Tourism 


The year 1985 saw considerable growth in the province's import and export 
trade. The total imports and exports were valued at $3.06 billion, up 26.4 
percent over the previous year. Of this, the total value of exports increased 
16.5 percent and that of imports 190 percent. The total procurement of 
exported commodities was valued at 5.41 billion yuan, up 46.8 percent over the 
previous year. The procurement and export plans of most exported commodities 
were fulfilled in a fairly good manner. 


New progress was made in establishing economic cooperation with foreign 
countries and in using foreign capital. During the year, some 237 contracts 
on joint ventures and cooperative operations were signed and a total of 
$63.747 million of foreign capital was used, up 290 percent over the previous 
year. Of this, the number of various kinds of loans increased 130 percent 
and the amount of investment directly from foreign firms increased 26.4 per- 
cent. During the year, some 19 contracts on projects and labor services with 
foreign countries were signed and the contracts involved a total of $128.3 
million. 


In 1985, our province's tourist departments received over 50,000 foreigners 
and visitors from Hong Kong and Macao who came to the province for visits, 
sightseeing, and all kinds of exchange activities, an increase of 17.8 percent 
over the previous year. The total annual revenue from tourism showed an 
increase of 200 percent over the previous year. 


7. Science, Education, and Culture 


Headway was made in science and technology, which made contributions to 
accelerating the four modernizations. In 1985, 329,000 natural science pro- 
fessionals and technicians were employed at state-owned enterprises, a 6.9- 
percent increase over the previous year. There were also 306,000 people 
working in the field of social science, an increase of 7.9 percent. The pro- 
vince achieved a total of 1,196 scientific and technical achievements in 1985, 
199 more than the previous year; of which, 41 reached the advanced interna- 
tional level, and 566 reached the advanced domestic level. 


Development of educational undertakings was accelerated thanks to the method 
of running multilayered and various forms of schools. In 1985, institutions 
of higher learning enrolled 1,005 postgraduates, 598 more than in the previous 
year. There were 1,756 postgraduates studying across the province, /02 more 
than in 1984. Universities and colleges enrolled 33,000 students in 1985, 
8,000 more than in 1984; and had a total student body of 84,000, 17,000 more 
than in 1984. Adult higher educational institutions enrolled 41,000 students, 
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21,000 more than the previous year. The number of students studying in these 
institutions totaled 86,000, 28,000 more than the previous year. Graduates 
from these institutions totaled 15,000, 10,000 more than the previous year. 


Secondary education structure underwent further readjustment. The development 
of various kinds of workers' and technical education effected some changes in 
the secondary education structure. In 1985, regular middle schools had an 
enrollment of 3.563 million students, 219,000 more than in 1984. Secondary 
specialized schools had an enrollment of 100,000 students, 16,000 more than in 
the previous year. Technical schools had 35,000 students, 7,000 students more 
than in 1984. Agricultural and vocational middle schools had 190,000 students, 
29,000 more than in 1984. Professional and technical schools equivalent to 
senior middle schools had a total enrollment of 265,000 students, and their 
proportion to the total number of senior middle school students increased from 
32.5 percent in 1984 to 35.4 percent in 1985. There were 405,000 students 
studying at adult secondary technical schools. 


In 1985, there were 8.941 million pupils in primary schools, a drop of 334,000 
from the 1984 figure. The attendance rate day-school children reached 97.4 
percent. Headway was made in pre-school education. There were 1.579 million 
children at kindergartens and nurseries across the province, 242,000 more than 
in 1984. 


Cultural, press, radio, and television units made new contributions to promot- 
ing the building of socialist spiritual civilization and to enriching the 
people's cultural lives. Last year, the province had 157 cultural centers, 

99 public libraries, 23 museums, 158 performing art troupes, and 13,018 
cinemas and film projecting teams. In 1985, the province produced 182 new 
feature films, a 2.8-percent increase over the previous year. In addition, 
there were 9 broadcasting stations, 29 radio transmitting and relay stations, 
9 television stations, and 22 television transmitting and relay stations each 
with a capacity of more than 1,000 watts. The province produced 24 television 
plays independently or cooperatively. Last year the province published some 
890 million copies of newspapers, a 52.3-percent increase over the previous 
year; 60.682 million copies of magazines, a 58.9-percent increase; and 310 
million books and picture books, an increase of 14 percent. 


8. Public Health and Sports 


Medical and health conditions steadily improved. The number of hospital beds 
throughout the province reached 134,000 in 1985, a 4.6-percent increase over 
the previous year. The total included 40,000 doctors practising Western 
medicine, a 3.5-percent increase over the previous year; and 5,000 doctors 
practising traditional Chinese medicine, a 3.3-percent increase. 


Outstanding achievements were scored in sports. The province's athletes won 
134 gold medals, 119 silver medals, and 97 bronze medals at international and 
domestic sports events. Five athletes also broke 5 Asian or world records on 
8 occasions; 1l athletes broke 21 national records on 22 occasions; and 45 
athletes won the title of master sportsman. Sports became more popular across 
the province. A total of 2.892 million people reached the "standard for the 
state physical training." 
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9. People's Livelihood 


Income of urban and rural people increased and a continued improvement was seen 
in the people's living standards. According to a sample survey of 4,000 
peasant households in 40 counties, the average annual per capita net income 
was 408 yuan (calculated in terms of new comparable standards), showing an 
increase of 14 yuan or 3.6 percent over that of last year. When deducting the 
factors for price hikes, the real income showed a slight increase. However, 

8 percent of the peasants with low income led fairly difficult lives. Accord- 
ing to a sample survey of 800 urban households in 6 cities, the average annual 
per capita income for living expenses was 700.2 yuan, an increase of 16.8 per- 
cent over the previous year. When considering the price hikes, the real 
income increased by 7.4 percent. 


In 1985, 216,000 people found jobs in urban areas. The province had 6.197 
million staff members and workers by the end of the year, 227,000 more than 
that of 1984. There were 97,000 self-employed workers in urban areas, an 
increase of 40,000 persons over that of 1984. The annual cash wage for workers 
and staff members was 6.68 billion yuan, an increase of 17 percent over 1984. 
(Footnote 4) (The total wages of workers and staff members include price 
subsidies issued to workers and staff members.) The per capita wage of workers 
and staff members was 1,110 yuan, an increase of 12.6 percent over the 1984 
figure. When deducting the factors for the increase in living expenses, the 
real wage of staff members and workers increased by 3.5 percent. 


Urban and rural savings deposits continued to increase. By the end of 1985, 
the savings of urban and rural residents reached 13.02 billion yuan, an 
increase of 28.5 percent over that of 1984. Housing for both urban and rural 
residents further improved. In 1985, houses completed in cities and towns 
total 12.606 million square meters in floor space, an increase of 26.9 percent 
over the 1984 figure. Houses built in rural areas reached 83.72 million 
square meters in floor space, an increase of 1/.7 percent. 


Social welfare services continued to improve. In 1985, there were 2,818 social 
welfare institutes, providing for 26,000 people throughout the province. Urban 
and rural collectives provided for 167,000 childless, elderly, and disabled 
people and orphans. 


10. Population 


According to a sample survey of 40 cities and counties (districts), the popu- 
lation birth rate in 1985 was 15.12 per thousand, the mortality rate was 6.64 
per thousand, and the natural growth rate was 8.48 per thousand. Sample 
surveys indicated that by the end of 1985, the province had 77.109 million 
people, 739,000 people more than the 1984 year-end figure. 
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AGGREGATE ECONOMIC DATA 


LIAONING INCREASES FIRST QUARTER INDUSTRIAL OUTPUT VALUE 
SK160447 Shenyang Liaoning Provincial Service in Mandarin 1030 GMT 15 Apr 86 


[Text] Our province witnessed a sustained and steady economic growth in the 
first quarter of this year. An upward trend was seen in industrial production 
and preparations for farming were carried out in the rural areas in an all- 
round manner. The supply of urban and rural markets was steadily increased. 





In the first quarter of this year, the total industrial output value of the 
province increased by 3.8 percent over the corresponding period of last year, 
of which the output value of light industry increased by 5.4 percent and that 
of heavy industry 3.1 percent. The province's scope of investment in capital 
construction was controlled and its investment structure was readjusted. It 
also increased its investment in residential housing construction, coal 
industry, post and telecommunications, transportation, as well as cultural 
and educational undertakings. The total retail sales of commodities of the 
province rose by 4.4 percent over the same period of last year, of which the 
sales of consumer goods showed a greater increase. The constitutional pur- 
chasing power was controlled and the procurement volume of exported goods 
increased by 45 percent over the same period of last year. 


The province's financial revenue increased and the amount of money in circula- 
tion was cut back. In the first quarter, the amount of money withdrawn was 
basically the same as the amount of money in circulation. The money with- 
drawn showed an increase of 690 million yuan as compared with the same period 
of last year. 
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ECONOMIC MANAGEMENT 


SHANXI LEADER ON POLITICAL, LEGAL WORK TASKS 
HKO30445 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 2 Apr 86 


[Excerpts] Provincial CPC Committee Deputy Secretary Wang Jiangong delivered 
a report at the provincial political and legal work conference on 2 April on 

vigorously strengthening the building of the legal system, unfolding in depth 
the crackdown on crime, and striving for a fundamental turn for the better in 
social order in the province. 


Comrade Wang Jiangong affirmed the province's achievements in cracking down on 
serious economic and other crime. On the tasks and demands for political and 
legal work this year, he said: We must take as our guideline the instructions 
of Comrade Deng Xiaoping and other leading central comrades on political and 
legal work, seriously implement the spirit of the national conference on 
political and legal work, grasp construction on the one hand and the legal 
system on the other, vigorously strengthen the building of socialist democracy 
and legal system, and launch in depth the struggle to crack down on crime. On 
the basis of a marked turn for the better in social mood, we should achieve a 
steady turn for the better and lay a sound foundation for a fundamental turn 
for the better. We should achieve the following main goals by year end: 


1. Basically restore a normal state of public order throughout the province, 
so that the masses everywhere fecl secure. 


2. Achieve a marked drop in the number of criminal cases, including 
counterrevolutionary cases. 


3. Deflate the arrogance of people who commit serious economic crime, and 
curb the rise in major cases. 


4. <A number of important measures for comprehensive tackling of public order 
problems should be implemented. 


5. Ban gambling, pornography, feudal superstitions, and other ugly social 
phenomena and ensure that they do not develop and spread again. 
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GUIZHOU PROMOTES LATERAL ECONOMIC TIES 
HK120237 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 11 Apr 86 


[Text] Guizhou Province has paid attention to developing lateral economic 
ties so as to speed up the exploitation of its resources. In 1985, Guizhou 
made notable progress in developing such ties with other provinces, 
municipalities, and autonomous regions. A total of 650 economic and technical 
projects were signed for, involving the import of 300 million yuan in capital. 
These figures showed respective increases of 63 percent and 25 percent over 
1984. The 106 projects on which work has already started involve the import 
of 58 million yuan in capital. All of them are projects related to exploiting 
resources for the metallurgical, coal, chemical, building materials, and food 
industries. Some of them will be able to go into operation this year. 


In addition, in order to exploit its bauxite resources, Guizhou has signed an 
agreement with the China Non-Ferrous Metals General Company. The province 
undertakes to investment 1.2 billion yuan in this agreement, the investment to 
be paid in at different times and for different projects during the Seventh 5- 
Year Plan. 


To specd up the exploitation of the coal resources in the west and northwest 
of the province Gujizhou has decided to enter into joint investment with 
Sichuan and Guangxi to build three grade-2 highways, totalling 700 kiiometers 
in length, linking Guizhou with Sichuan and Guangxi. These roads, to be built 
with state assistance, should be completed during the Seventh 5-Year Plan. 
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ECONOMIC MANAGEMENT 


NINGXIA HOLDS CONFERENCE ON URBAN ECONOMIC REFORM 
HK171217 Yinchuan NINGXIA RIBAO in Chinese 3 Apr 86 p i 


[Report: “Regional CPC Committee and Government Call Telephone Conference to 
Relay the Spirit of the National Economic Reform Conference” ] 


{[fext] On the afternoon of 1 April, autonomous regional CPC Committee and 
People's Government jointly called a telephone conference to relay and uphold 
the dominant spirit of the national work conference on urban economic reform 
and to »ropose concrete demands in light of our region's existing economic 
work conditions. 


Comrade Liu Guofan, deputy secretary of the autonomous regional CPC Committee, 
spoke at the conference. Comrades Xu Qian and Wang Yanxin attended. Also 
participating in the conference were responsible comrades of the autonomous 
regional CPC Committee, of government committees and departments, and of 
offices and bureaus, and responsible persons of 36 large and medium 
enterprises. Various counties provided meeting places in connection with this 
conference. 


Starting with the features of the situation concerning the urban economic 
reform, main tasks, and the three aspects of the current production cffort, 
Comrade Liu Guofan relayed the spirit of the national work conference on urban 
economic reform. In line with the spirit of the State Council [as published] 
on the urban economic reform, the autonomous regional CPC Committee and 
People's Government are prepared to call a regional work conference in May on 
urban economic reform. They urge various areas, departments, and enterprises 
to uphold the spirit of the national work conference on economic reform, carry 
out various reform measures firmly, and direct serious and proper efforts 
toward preparations for a regional work conference on urban economic rcform. 


Touching on our region's existing production conditions on the industrial and 
communications fronts, Comrade Liu Guofan pointed out: The economic situation 
in the first two months of this year have been favorable. Industrial 
production maintained a set growth rate. Of 44 kinds of major products 
surveyed, 27 showed growth. Electrical energy production registered an 
increase of 24.6 percent over the corresponding period of last year. The aim 
of no restricted use of electricity was achieved, stimulating the production 
of such products as alloy iron, aluminum ingots, and so forth that involve a 
heavy consumption of energy. Concerning railroad transportation, the needs of 
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production and construction are basically ensured. The situation on the 
financial and trade fronts is also favorable. Comrade Liu Guofan also pointed 
out the problems existing in production and circulation. Some areas and [word 
indistinct] show less than ideal economic performance, with prominent 
contradictions between supply and demand. With existing problems in mind, he 
put forth concrete demands as follows: 


First, we must further strengthen leadership and organization concerning 
production and circulation and realistically do a good job in controlling 
everyday production. Relevant departments must make penetrating 
investigations and studies, take good care of large and medium backbone 
enterprises and export firms as foreign exchange earners, and help solve 
certain problems that call for immediate attention. 


Second, we must strive to improve and strengthen enterprise management and 
further improve economic results. At present we must continuously take good 
care of experiments with the factory director (manager) responsiblity system, 
further put the implementation of the economic responsibility system on a 
solid basis, and do a good job in turning money-losers into money-makers. 


Third, we must do a good job in handling capital construction, carrying out 
technological transformation, completing work on newly developed products and 
putting them into production, and ensuring the output value of new industries. 
We must seriously do a good job providing funds, raw materials, and 
construction forces for new projects connected with increased output value, 
and ensure their timely completion, inspection, and operation to produce early 
results. 


Fourth, we must properly organize the circulation of commodities and strive to 
expand exports. We must actively seek the proper organization of the summer 
market, ensure the supply of the daily needs of the people, seriously carry 
out the special policy of encouraging exports as foreign exchange earners, and 
create conditions for the priority production of export products. Comrade Liu 
Guofan also stressed that we must do a good job in ideological and political 
work given the new situation. He hoped that the leadership at all levels wil] 
act with enthusiasm, keep a tight and proper grip on current production and 
circulation efforts, arouse the masses, and strive for a new victory in this 
year's economic work. 
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ECONOHIC MANAGEMENT 


INDUSTRY, COMMERCIAL GROUPS SUPPORT NPC SESSION 
OW150933 Beijing XINHUA Domestic Service in Chinese 1216 GMT 14 Apr 86 


[Text] Beijing, 14 April (XINHUA)--The Central Committees of the China 
Democratic National Construction Association [CDNCA] and the All-China 
Federation of Industry and Commerce [ACFIC] today issued circulars calling on 
their local organizations to conscientiously study and resolutely implement 
the guidelines laid down at the fourth sessions of the Sixth NPC and the Sixth 
CPPCC National Committee. 


The circulars call on CDNCA and ACFIC organizations at all levels and all 
their members to regard carrying out the Seventh 5-Year Plan as the program or 
guideline for all their work; to give full play to the role of political 
consultation and democratic supervision; to make full use of their favorable 
conditions such as profound knowledge of industrial and commercial work and 
wide contacts with compatriots in Hong Kong, Macao, and Taiwan; and to exert 
themselves in providing economic consultation services and specialized 
industrial and commercial training and in making contacts with people outside 
the country. 


The circulars stress the great significance of striving to build a socialist 
spiritual civilization while vigorously building a socialist material 
civilization. All CDNCA and ACFIC organizations should promote conscientious 
study by their members of the principle of building a material and spiritual 
civilization at the same time; strengthen education in the political situation 
and the four basic principles; vigorously publicize advanced ideas and deeds 
of their members; study the basic theory, stand, viewpoint, and method of 
Marxism-Leninism and Mao Zedong thought; oppose and resist the corrosive 
influence of decadent capitalist and feudalist ideas; and make vigorous 
efforts to bring about a fundamental turn for the better in party style and 
the standards of social conduct. 
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LIAONING HOLDS MEETING OF INDUSTRIAL, COMMERCIAL BUREAUS 
SK300407 Shenyang Liaoning Provincial Service in Mandarin 2200 GMT 29 Mar 86 


[Text] Wen Shizhen, vice governor of the provincial government, urged cadres 
of administrative bureaus of industry and commerce to focus on service and to 
achieve market management. He said: Cadres of administrative bureaus of 
industry and commerce should have extensive knowledge, master the law, have 
lofty ideals, strictly enforce discipline, be honest in performing their 
duties, and play an exemplary role in enlivening markets and developing the 
planned commodity economy. 


This message was given by Vice Governor Wen Shizhen at the provincial meeting 
of directors of administrative bureaus of industry and commerce. The 5-day 
provincial meeting of directors of administrative bureaus of industry and 
commerce ended in Shenyang on 28 March. 


The meeting defined: This year, the administrative bureaus of industry and 
commerce should strengthen the construction of markets, the management of 
urban and rural markets, and the registration and managment of enterprises; 
investigate and handle economic criminal cases; develop the individual sector 
of the economy; and launch a campaign on stressing contracts and keeping 
promises in order to achieve the managment and supervision work with the 
stress on service. 


Since last year when these bureaus began to sort out the enterprises illegally 
run by party and government organs and cadres, 1,248 enterprises of this kind, 
involving 3,482 persons, have been sorted out. Of this, 1,064 enterprises 
with 2,995 persons involved have been closed, and funds worth 8.48 million 
yuan have been returned. 


Over the past one year, the administrative bureaus of industry and commerce 
have sorted out and consolidated various kinds of companies with a focus on 
sorting out the companies without fixed assets. A total of 12,640 companies 
across the province have been sorted out and consolidated. Disciplinary 
sanctions have becn imposed on 646 companies that seriously violated the law. 
Some books, periodicals and tabloids with obscene contents, and obscene 
videotapes were investigated and handled. 


Last year, the province invested more than 36 million yuan of funds in 
building markets. So far, the province has 2,158 markets of various kinds. 
The transaction volume of the provincial markets in 1985 reached 2.94 billion 
yuan, an increase of 52 percent over the previous year. 
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VICE ECONOMIC MINISTER HOLDS INDUSTRIAL FORUM IN CHANGCUN 
SKO31349 Changchun Jilin Provincial Service in Mandarin 1030 GMT 2 Apr 86 


[Excerpts] On 31 March, Zhao Weichen, vice minister of the State Economic 
Commission, held a forum in Changchun City with Gao Dezhen, governor of Jilin 
Province, Gao Wen, vice governor of the province, and responsible comrades 
from the Provincial Planning and Economic Commissions, to discuss the current 
situation in industrial production and to sum up the 10 experiences gained by 
the province in organizing industrial production. 


At the forum, Comrade Zhao Weichen contended that Jilin Province had scored 
marked achievements in implementing the spirit of the national economic 
conference and enhancing its leadership over economic work. Its industrial 
production has achieved normal development. Total industrial output value in 
the first quarter showed a 4 percent increase over the corresponding 1985 
period. Of this increase, those in light industry reached 10 percent and 
those in heavy industry, 5 percent. The major content of the 10 experiences 
summed up by Zhao Weichen is that efforts have been made to create external 
conditions for enterprises in order to enforce the chain responsibility 
system, to serve the program of forming complete sets of equipment among the 
enterprises, and to deal with their practical problems cropping up in 
production; and that stress has been made to enhance political work inside 
enterprises, to establish responsibility system in political work, and to 
strengthen management on quality and funds in order to increase economic 
results and to maintain proper speed in development. 


In the fourth quarter of 1985, the provincial CPC Committee and the provincial 
people's government analyzed the 1986 industrial production and urged the 
governments and the economic departments at all levels to make ideological and 
material preparations for production at an early date, to make early 
arrangements for output and sales, and to strongly enforce organizational 
measures. The provincial authorities have put forward that industrial 
production should achieve sustained, stable, and harmonious development and 
show an increase in development. This means that efforts should be made to 
upgrade the standard of economic results, foreign exchanges earned by exports, 
and of management; and that efforts should be made to firmly grasp the six 
central tasks of product variety, product quality, consumption, capital, cost, 
and production safety. The provincial authorities have also stressed that 
enterprises should depend on management in conducting internal affairs, on 
economic associations in conducting external affairs, and to [words 
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indistinct] in fostering reserve strength; that efforts should be made to 
heighten the vigor of enterprises in an all-round way; and that efforts should 
be made to stress practical effect and harmonious prorress and to seek stable 
development. On the basis of making ideological preparations, the provincial 
CPC Committee and the provincial people's government have stressed that 
efforts should be made to render face-to-face service for enterprises and to 
have first leading personnel at all levels take personal charge of production. 


In coping with the shortage of circulation funds in industrial production this 
year, the province has encouraged enterprises on the one hand to develop 
product varicty, to upgrade product quality, and to vigorously render good 
services in order to speed up fund turnover; and has adopted the following 
eight measures on the other hand by bearing in mind the current newly 
developed situation, setting up coordination with the banking, financial, and 
economic departments, and by making a distinction between state of affairs: 


1. Efforts should be made to ensure fund supply to products enjoying brisk 
sales, export products earning foreign cxchanges, and to the enterprises of 
energy resources and raw materials, whose demands are reasonable. 


2. Efforts should be made to ensure fund supply that is used for buying raw 
materials, particularly raw materials covered by the plan. 


3. Lfforts should be made to adequately support the enterprises that have 
begun to turn out some products enjoying brisk sales and have steadily paid 
their heavy debts caused by overstocking. 


4. Efforts should be made to give loan support to the enterprises that have 
been newly built under the unified plan or have becn expanded and that have 
had a shortage of less than 30 percent in circulation funds. 


5. Efforts should be made to investigate the enterprises that have run into 
debts due to competition and exerted adverse influence to capital turnover, 
but that can benefit several others if they become competent after receiving 
loans, and to give cash subsidies to them in line with their feasible 
conditions. 


6. Lfforts should be made to refrain from giving loans to enterprises that 
have suffered from overstocking while continuing their production. However, 
they can be helped by the banks in the case of their production targets of raw 
materials covered by the plan, which have been readjusted by the city and 
prefectural economic commissions and which are urgently required by the 
material supply departments. 


7. Efforts should be made to refrain from giving loans to enterprises that 
have made use of the bank loans to carry out capital construction, to make up 
the shortage of profits and taxes handed over to the state, and to add to 
their accumulated funds; and meanwhile, it is necessary to investigate and 
deal with them satisfactorily. 


®&. Efforts should be made to actively withdraw the loans and to reduce the 
funds occupied by the ready-made products as much as possible. 
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The province has scored marked achievements in implementing these measures. 

At present, the lateral economic associations among the enterprises are 
developing deeply and extensively. These enterprises have developed 440 new 
products and made arrangements for 181 items of technical renovations that are 
being carried out in succession. 
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GUANGHING RIBAO ON ROLE OF FINANCIAL LEVERS 
HK180846 Beijing GUANCMING RIBAO in Chinese 5 Apr 86 p 3 


[Article by Xia Deren [1115 1795 0088]: “Give Play to the Role of Financial 
Levers in Macro-Regulation”] 


[Excerpts] The development of a planned commodity economy can expand the 
scope of financial activities, intensify the in-depth influence of these 
activities on the national economy, and thus enable financial levers to play a 
role of extensive and profound significance. The planned commodity economy 
can regulate the national economy by various means in an all-round way. 


Using Financial Levers to Effect a Balance of the Growth Supply and Demand of 
Society 


To judge whether the economy is operating normally, we must first find out 
whether the gross supply and demand of the whole society are balanced. In 
terms of value, whether the gross supply and demand are balanced indicates 
whether the circulation of money in the market is at a normal level. 
According to this logic, we will be able to guarantee an overall balance 
between the gross supply and demand of society by regulating and controlling 
the issuance of money and maintaining a moderate circulation of money in the 
market. 


Whether the circulation of money in the market is at a normal level depends on 
whether the increase in the money supply is in keeping with actual economic 
growth. In other words, it depends on whether the issuance of money is in 
keeping with the actual growth of the national economy. If money is issued 
within the limits that the actual growth of the national economy allows, then 
the demand for currency arising from abnormal factors which exceeds the limits 
the actual economic growth can afford will be subject to restriction. Thus, 
the aim of maintaining, balance between supply and demand will be fulfilled. 

To put it in concrete terms, the issuance of money as a lever controls the 
gross social supply and demand by two means. 


While trying to maintain a balance between the gross social supply and demand, 
we must not overlook the role of saving as an economic process transforming 
the residents’ consumption fund accumulated in a certain period into 
production capital. As a financial lever, saving can play a role in 
alleviating pressure due to social demand and keeping down growth in 
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consumption. In China, a considerable portion of the consumption fund is 
drawn from the initial distribution of the national income. Controlling this 
portion of the consumption fund with the lever of currency issuance is a very 
passive practice, because the enterprise and departments in charge have the 
power to issue wage and bonus and the bank has very limited control over the 
situation. But, if the bank makes use of saving as a lever and tries to 
attract more savings by raising the interest rate for savings deposit, 
providing a wider variety of saving services, and by other means, it will he 
ible to transform this portion of the consumption fund into a source of credit 
fund and, at the same time, absolutely reduce the consumption fund, which is 
the origin of the real pressure on the market. Therefore, as long as we can 
ensure steady growth in the savings balance, we will be able to alleviate the 
pressure due to the demand arising from the growth in consumption fund. 


llowever, our country's financial levers still cannot play their due roles at 
present. This is because, in the first place, the Central Bank's policies 
cannot be properly relayed to specialized banks and other financial 
institutions; in other words, there are obstacles to the relaying of policies; 
and, in the second place, the influence of our financial levers still cannot 
penetrate the national economy; in other words, there are obstacles to the 
penetration of influence of the financial levers. In order to improve the 
indirect control system and give full play to the macroeconomic regulatory 
role of the financial levers, it is necessary to further improve the financial 
structure and properly handle two kinds of relations: First, relations within 
the banking system. We must, in the main, harmonize the relationship between 
te Central Bank and specialized banks, strengthening the former's role and 
using more efficient means to bring the latter under control, to ensure that 
the financial levels will function quickly and securely. Apart from 
strengthening the function of planning, tie Central Bank must also constantly 
improve such economic means as the deposit reserve fund system and the loan 
regranting [zai dai kuan 0375 6313 2949] system. Second, it is necessary to 
handle properly the relationship between the financial system and the national 
economy. On the premise that macroeconomic control over financial activities 
is strengthened, we must invigorate the financial system and strengthen the 
roles of the system's different elements in the national cconomy. Above all, 
we must open up our capital market step by step, pouring more social funds 
into financial activities, to allow the financial levers to exercise more 
extensive and profound influence on the national economy. 
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HELTLONCJLANG TO INCREASE INDUSTRIAL INVESTMENT 
OW201232 Beijing XINHUA in English 1103 GMT 20 Apr 86 


[Text] Harbin, 20 April (XINIUA)--leilongjiang province in China's far 
northeast plans to invest nearly 5.1 billion yuan over the next five years to 
overhaul the existing industrial base. This is 28 percent more than in the 
previous five-year period, according to provincial authorities. 


Officials of the provincial Economic and Planning Commission told XINHUA here 
that nearly 60 percent of the investment will go into 60 key enterprises. The 
investment is expected to increase the output value of these enterprises by 
4.5 billion yuan. 


Heilong jiang's efforts coincide with China's Seventh 5-Year Plan (1986-1990), 
which calls for more funds to technological transformation, renovation and 
expansion of existing enterprises to rationalize the investment pattern and 
raise economic returns. 


The commission officials said that local industries are confronted with such 
problems as outdated equipment, backward technologics and less competitive 
products. 


The technical transformation in Heilongjiang, which cost 3.95 billion yuan 
between 1981 and 1985, yielded additional taxes and profits amounting to 892 
million yuan. 


The industries targeted in the streamlining drive include food and drink 
processing, soybean processing, machine-building, textiles, chemicals, light 
industries, gold mining, paper making, timber processing, raw materials, 
energy, telecommunications, and transport. 
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ECONOMIC MANAGEMENT 


GUIDELINES FOR 2D QUARTER INDUSTRIAL PRODUCTION 
OW100001 Beijing XINHUA Domestic Service in Chinese 1325 GMT 8 Apr 86 
[By reporter Wu Jincai} 


[Text] Beijing, 8 April (XINHUA)--The State Economic Commission today put 
forward the following demand for China's industrial and communications 
departments: In the second quarter, it is necessary to concentrate on 
improving economic efficiency, maintain a proper growth rate, and ensure a 
sustained, stable, and coordinated development in industrial production and 
communications tasks. 


Zhao Weichen, vice minister in charge of the State Economic Commission, said 
at a production work meeting held by the commission: This year's industrial 
growth is projected at 8 percent, but a 4.4 percent growth was accumulated in 
the first quarter. We should have a correct understanding of this situation. 
Excessively high industrial growth will cause strains in various respects to 
the detriment of a coordinated development. lowever, excessively low growth 
will make it difficult to make market, export, and financial arrangements. 
All localities and departments should arrange industrial production and 
communications tasks according actual needs and feasibility. The key lies on 
whether or not we can improve economic efficiency. 


For this reason, the State Economic Commission put forward the following 
guidelines for second quarter production in all localities: 1) pay attention 
to the quality of products with emphasis on spot checks on the safety of 
household electric appliances, food hygiene, and quality of export goods; 2) 
strive to lower consumption of raw and processed materials and energy; 3) 
solve the problem of shortages in circulating funds; 4) improve economic 
efficiency and promote reform by encouraging lateral economic associations; 
and 5) adopt measures for increasing production and income and reducing 
expenditures to solve as soon as possible the problems of increased 
expenditures in industrial enterprises, the increased number of enterprises 
operating in losses, and increased losses. 
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QINGHAI RADIO URGES IMPROVED INDUSTRIAL PERFORMANCE 
1IK220523 Xining Qinghai Provincial Service in Mandarin 2330 GMT 21 Mar 86 


[Station Reporter's Commentary: “Improve the Enterprises' Self-Development 
Capacity” ] 


[Excerpts] There was a low tide in the province's industry and communications 
production in the first two months of this year. The economic growth rate was 
below the national average. According to statistics, total industrial output 
value in January rose by only 0.8 percent compared with January last year, and 
in February it declined by 8.4 percent compared with February last year. 

There were sharp declines in output of machinery, chemicals, building 
materials, and some [word indistinct] fully shows that the province's 
enterprises lack self-perfection capability; they display instability when 
unusual conditions are encountered. 


There are objective factors for the drop in industrial production; for 
instance, last year the state put under control the excessive economic growth 
rate, reduced investment in capital construction, readjusted the prices of raw 
materials, and so on. But the main factor was that the leadership became 
ideologically slack and relaxed management, with the result that insufficient 
preparations were made for production in some enterprises and production 
responsibility systems were not put on a sound basis. 


Of course we must also realize that the leaders of some enterprises lack 
experience. This requires that everyone be good at summing up experience and 
conducting investigation and study. We should work out practical production 
plans in light of the actual conditions in the enterprises and the special 
features of this year's production. 


The current decline in the province's economic development will] obviously have 
an impact on market arrangements, on financial revenue, and on the maintenance 
of a reserve strength. Everyone must clearly understand this and change the 
passive situation as quickly as possible. 


Stressing growth rate certainly does not mean ignoring whether products meet 
market needs and sell well, paying no heced to quality, and carrying out 
production in a blind fasion. It means a sound growth rate without any 
padding. 
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The machine-building industry fulfilled its tasks relatively well last year. 
At the beginning of this year, output of 12 enterprises in this trade declined 
compared with the same time last year. The main reason was that their 
products lacked coompetitivity. Hence, when they encountered charges in the 
markets, the enterprises found it hard to mect them. These enterprises should 
focus on improving product quality. They should do a good job in pre- 
production and post-sales service. 


The automobile industry should produce more automobile parts that meet market 
needs and sell well, to make up for deficiencies. The departments cencerned 
should adopt a supportive policy toward products such as coal and phosphate 
fertilizer whose output exceed sales or is stockpiled, and strive to sell more 
of them within the province. 


The decline in output of certain light and textile industry products this year 
is a very conspicuous problems. We must not underestimate this. The light 
and textile industries represent a strong point in Qinghai. They have freat 
potentials, and many of their products are best-sellers. They must pay 
attention to improving quality and variety, and organize production ina big 
way. 
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YUNNAN MAKES PROGRESS IN URBAN STRUCTURAL REFORM 
1K120357 Kunming Yunnan Provincial Service in Mandarin 2300 GMT 11 Apr 86 


[Excerpts] After several years of effort, Yunnan Province has achieved 
initial success in its urban economic structural reforms. This is mainly 
shown by greater vigor in the enterprises; the relatively great development of 
collective and individual economy; the change, which has not started, from a 
closed and simi-closed-style economy to one of open style; and a good 
development momentum in commodity economy. The key role of Kunming and other 
cities is gradually being brought into play. We have also explored a number 
of experiences in strengthening and improving macroeconomic controls. 


Urban cconomic structural reforms in Yunnan started by expanding enterprise 
decisionmaking powers. In the past few years, the government at all levels 
has created the external conditions for invigorating the enterprises. The 
main measures taken for this were streamlining the administration and 
delegating powers, and handing enterprises over to authoritics at lower 
levels. Practice has proven that handing over the enterprises to authorities 
at lowerr levels helps to organize economic activities by economic zones, can 
bring into better play the role of the cities, and also aids the shift of work 
focus in the departments and bureaus to managing their particular sectors. 


At the same time, the province has tackled coordinated reforms within the 
enterprises. Over 90 percent of the enterprises in the province have now 
instituted responsibility systems of various types. Initial reforms have also 
been carried out in the management setup and the distribution methods. These 
reforms have played a positive role in breaking down the two big pots of rice, 
mobilizing the enthusiasm of the enterprises and their staff and workers, 
stimulating the enterprises to gradually switch from engaging purely in 
production to carrying out production operations, and improving the 
competitiveness and the economic results of the cnterprises. 


In the past two years, Yunnan has decpened its understanding of bringing into 
play the key role of the cities. It has adopted a number of reform measures 
for invigorating the cities. For instance, the provincial government has 
approved the conferment of Kunming City of provincial first-grade jurisdiction 
over main cconomic management work. This has provided favorable conditions 
for breaking down ownership by departments and organizing economic activities 
according to the requirements of cconomic development. It has also spurred 


48 





Kunming City to step up its infrastructural constuction, enhance its 
comprehensive service functions, and increase its radiation and attraction. 


Dali, Kaiyuan, Yuqi, Zhaotong, and Qujing cities have also played a more 


stimulating role than in the past in developing the small towns and rural 
areas around them. 
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SHAANXI LEADER ON URBAN STRUCTURAL REFORM ISSUES 
HK170159 Xian Shaanxi Provincial Service in Mandarin 0030 GMT 17 Apr &6 


[Text] Vice Governor Zhang Bin said yesterday when addressing the first 
provincial work conference on urban economic structural reform that it is 
essential to continually sum up experiences, make big efforts to explore and 
create new things, and unswervingly press ahead with economic structural 
reform. 


Zhang Bin first reviewed the development of urban eccnomic structural reform 
in Shaanxi in recent years, and the successes and experiences achieved. While 
fully affirming the achievements, he pointed out the weak links and problens 
currently existing in reform. Ile said: Certain leading comrades still lack 
sufficiently profound understanding of the great significance of reform. They 
have not firmly embraced the idea that the key to developing Shaanxi lies in 
reform. Their understanding of the functions of the cities is not deep 
enough. The role of the key cities has not yet been brought into full play. 
The majority of large and medium enterprises have not yet been truly 
enlivened. In particular, there has been no big, breakthrough in the defense 
industry in switching to civilian production while cnsuring defense needs. 

The province's strides in reform are not big enough. We lack our own 
characteristics, and so on. 


All these problems on our way of advance must be seriously studied and solved 
in our future work. 


On the main tasks in urban economic structural reform this year, Zhang Bin 
stressed the following points: 


1. We must make great efforts to further invigorate the large and medium 
enterprises. We must hand over to them all the operational decisionmaking 
powers that should be handed to them. In particular, we must do a good job in 
work on reducing the regulatory tax and increasing the depreciation rate in a 
number of large and medium enterprises aud in enterprises that earn foreign 
exchunge through cxports. 


2. Vigorously promote lateral economic ties. We should concentrate on the 
following four forms: First, with the large and medium enterprises as the 
backbone force, and brand, high-quality, and best-selling products as the 
spearhead, vigorously promote lateral economic ties between enterprises. 
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Second, with Xian, Baoji, Xianyang, and Tongchuan cities as the props, form a 
number of economic cooperation zones [Jingji Xiezuo Qu] and enterprise groups 
[Qiye Jituan] throughout the province. The Cuanzhong region should lead along 
the northern and southern parts of the province. Third, develop ties between 
production units and research and education units, with the aim of stimulating 
technological advance. Fourth, vigorously promote lateral economic ties 
between defense and civilian enterprises, and ensure that the defense industry 
enterprises shift to the orientation of integrating defense and civilian 
production as soon as possible. 


3. Strive to consolidate and develop the results already achieved in reform. 


4. Strengthen and improve macroeconomic control and actively prepare for 
taking a big stride forward in reform next year. 


Comrade Zhang Bin said in conclusion: Economic structural reform is a vast 
item of social engineering. It is a highly comprehensive task with a very 
strong sense of policy. It involves very broad areas. The government's work 
departments must exchange information, support and cooperate with each other, 
and fight a coordinated battle. They must invigorate their spirits, work hard 
in exploration and unswervingly, actively, and steadily work to promote 
Shaanxi's economic structural reform. 
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ECONOMIC MANAGEMENT 9 May 1986 


SHAANXI RADIO COMMENTARY VIEWS PROVINCE'S PROSPECTS 
HiK170243 Xian Shaanxi Provincial Service in Mandarinn 2300 GMT 16 Mar 86 


[Station commentary: “Plunge into the Seventh 5-Year Plan with the Attitude 
of Being Masters of the House”] 


[Excerpts] The fourth session of the Sixth Provincial People's Congress has 
victoriously concluded after completing all its tasks. The fourth session of 
the Fifth Provincial CPPCC has also victoriously concluded. 


As examined and discussed by the Provincial People's Congress session in 
consultation with the provincial CPPCC, it has been decided that the strategic 
goal of the province's national economic and social development during the 
Seventh 5-Year Plan is to achieve total industrial and agricultural output 
vaiue of 37.5 billion yuan by 1990, more than double the 1980 figure, and to 
Strive to accomplish this by 1988, two years ahead of schedule. In this way 
all undertakings will undergo further development and people's living 
standards will continue to improve. 


The people of the province are well aware that Shaanxi's economic development 
is not fast enough compared with advanced provinces and regions, and that 
development within the province is not even enough. Most parts of the 
province have only basically solved the food and clothing problem. The masses 
and cadres are not satisfied with this state of affairs. They are urgently 
demanding and strongly desiring to continue to advance and invigorate the 
province. 


The masses, acting as masters of the house, have approved the province's 
Seventh 5-Year Plan. The masses have already plunged into this plan's 
construction, in the posture of masters of the house. They are getting to 
work themselves to carry out and fulfill this plan. The masses are the 
masters of the country. Only by mobilizing the enthusiasm of the province's 
people can there be a reliable guarantee for carrying out and fulfilling the 
Seventh 5-Year Plan. 


The Seventh 5-Year Plan is a key period in carrying out all-round reform of 
the economic structure. The government and leadership at all levels must lead 
the masses to persistently put reform in the first place, so that reform and 
construction will match and spur each other. 
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LIAOWANG ON REFORM OF PRODUCTION STRUCTURE 


HK170631 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 14, Apr 86 
pp 17-18 


[Article by Yue Bing [1471 0393]: “New Changes in China's Production 
Structure” ] 


[Text] During the Seventh 5-Year Plan period, China will carry out a series 
of important reforms. Among them, the reform in production structure merits 
attention. 


The Three Changes in Agricultural Economy 


It is one of the main targets of the Seventh 5-Year Plan to further readjust 
rural production structure, and gradually specialize, commercialize, and 
modernize the agricultural economy. During the Sixth 5-Year Plan, Cl.ina 
succeeded in readjusting its rural production structure. Although the acreage 
under grain was reduced by more than 130 million mu, its gross agricultural 
output value increased by 233 billion yuan, an increase of more than 100 
percent. The main reason for this was that reform had enhanced labor 
productivity in crop planting so that the labor force formerly engaged in 
planting began to switch to non-agricultural production. This greatly 
promoted the development of town and township enterprises. Let us compare the 
gross output value of the whole society in 1985 with that in 1949: the 
proportion of industry increased from 25.2 percent to 53.9 percent, whereas 
the production of agriculture dropped from 58.5 percent to 27.8 percent. This 
demonstrates that China has begun to march toward an industrial socicty. 


As far as production structure is concerned, the proportion of China's 
industry has been close to 2/3 of the gross output value of the socicty. 
However, the proportion of China's agricultural population, which determines 
whether a country can eventually modernize its agriculture, is still so high 
that we are worried about it. At the end of 1984, the number of Chinese 
laborers directly engaged in agricultural production was as high as 320 
million, accounting for 68.4 percent of the total number of laborers. If the 
situation is not completely changed, or if China does not transfer more than 
half of its present labor force in the rural area to other trades, the country 
will encounter tremendous difficultics in its four modernizations progran. 
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During the Seventh 5-Year Plan period, while truly grasping grain production, 
China will “actively support, make rational plans, correctly guide and 
strengthen control over” town and township enterprises, so that main efforts 
are exerted to develop processing industry of agricultural products, and 
service trades before and after production such as preservation, packing, 
shipping, supply, marketing, and so forth. If conditions exist, the 
localities concerned should actively systematize their major industries in 
light of actual demand and their own conditions, and develop export-oriented 
processing industry. [In the rural area, we can shift agricultural labor force 
to non-agricultural sectors through the development of these undertakings. 
This is a good method of changing production structure, which is characterized 
by less investment rapid results, high efficiency, and the least repercussion. 


The Rise of the New Industries 


In October 1983, when some developed Western countries were widely discussing 
the “third wave” and the “new technological revolution,” Premier Zhao Ziyang 
urged us to pay atttention to studying the trends of the new world 
technological revolution, and the countermeasures which would be taken by 
China. In recent years, Chinese economic experts have been carrying out a 
painstaking, careful, profound and extensive study of this topic, presented 
many valuable study reports and proposed a number of useful conuntermeasures. 
To modernize China's production structure as early as possible, they maintain 
that the development of China's production and the reform of its structure 
should follow a path of paying equal attention to both traditional and new 
industries. While emphasizing the new technological reform of traditional 
industry, we should grasp well the establishment and development of the new 
industry. Therefore, the electronics industry should take the lead. MNajor 
and key undertakings such as agriculture, machinery industry, building 
industry and so on belong to the second echelon [di er ti due 4574 0059 2748 
7130}. The third echelon covers some basic undertakings and weak links in 
China's economic development, including three fundamental projects of energy, 
communications and materials as well as tertiary industry such as business 
circulation, serve trades, and so on. All this is the basic frame of the 
reform of China's production structure. 


In keeping with this idea, the main emphasis of the Seventh 5-Year Plan should 
be placed on the development of microelectronics technology, information 
technology, and new materials. In the meantime, we should strengthen the 
study and development of new technologies, such as the bioenginecring, 
astronautics, nuclear energy, laser and oceanographic engineering 
technologies, and so on. We should fully exploit the old bases in order to 
gradually promote the development of several emerging undertakings. 


In the meantime, the state will invest more in key construction projects such 
as energy, raw and processed materials and so on, and increase their 
proportion in state investment. Our energy industry is mainly based on the 
development of power industry. We should strive to increase electric energy 
production throughout the country to 500 billion kilowatt-hours by 1990, an 
increase of 35 percent over 1985. With regard to raw and processed material 
industry, we should vigorously develop the iron and steel industry. In some 
developed countries it is already like a “setting sun.” llowever, procecding 
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from China's national conditions, we should considerably develop our iron and 
steel industry. We should not only enhance production output, but also 
increase product varieties and improve product quality. In the meantime, we 
should raise the percentage of super steel products such as alloy steel, low 
alloy steel, and so forth in the total output of steel products. 


Speeding Up the Development of the Tertiary Industry 


The rise and expansion of the tertiary industry is an inexorable trend of the 
further development of the division of labor of the society, and the constant 
increase of labor productivity. It is also an important feature of the modern 
economy. Over a long period in the past, China's tertiary industry was very 
backward. In 1984, its production output value only accounted for 22.1 
percent in the total domestic production output value. Workers engaged in the 
tertiary industry accounted for 14.4 percent in the total employed population. 
This level was much lower than that of economically developed countries, and 
even lower than a number of developing countries. Due to the severe 
backwardness of the tertiary industry, our communications and information 
services were poor, and consultant services in financial, commercial and 
technical fields were not developed. All this caused serious inconveninece in 
production and daily life. This was an important reason why the efficiency in 
use of capital and labor productivity in China were low. Therefore, during 
the Seventh 5-Year Plan and after, tertiary industry, especially transport, 
communications, commerce and catering trades should be regarded as priority 
projects and vigorously developed. This is an important strategic measure for 
the establishment of new production structure and the pattern of economic 
development. 


Great changes in consumption patterns at home have put new demand on 
production. From 1978 to 1984, per capita income of Chinese peasants 
increased by 160 percent, and per capita income of workers and staff members 
for living expenses rose by nearly 100 percent. Due to an improvement in the 
people's living standard, their consumption patterns have begun to change. In 
the past, they spent their money mainly on necessities. But the situation has 
changed now, and people want more nonessential goods. Plain cloth and the 
former “three main items” (watches, bicycles and sewing machines), which sold 
well during several past decades, have now become slow-selling goods, whereas 
the supply of the “five main items” (television sets, recorders, washing 
machines, refrigerators and cameras) falls short of demand. High-grade 
furniture, fine woolen goods, high-quality carpets, motorcycles, and even 
automobiles have begun to enter the households of ordinary workers, pcasants, 
and intellectuals. Over the past few years, people have bought more high- 
grade goods than the low-grade ones, and paid more attention to quality of 
goods than to quantity. This is the trend of change in their consumption 
patterns. 


Therefore, in the field of consumer goods production, the food, clothing, and 
durable consumer goods industries will become our key projects. We will 
vigorously increase the production of famous-brand, good-quality, and high- 
grade products so that China's consumer goods industry will be upgraded and 
completely changed as soon as possible. 











Changes in Structure Will Occur Soon 


To fully realize the four modernizations, we should, first, modernize 
production structure. Over the past 30 years or so, earth-shaking changes 
have taken place in China's economy, and a good foundation has been laid for 
the qualitative forward leap of our production structure. The general outline 
of the Seventh 5-Year Plan has pointed out a correct orientation for such a 
forward leap. 


For a long time in the past, new China relied solely on plans to make 
arrangements for the production structure of the whole society. In so doing, 
we could neither control nor run things well. Some trades, which should have 
been eliminated, or reduced a long time ago, could not be eliminated because 
of support given by the administrative sector. Some trades, which should have 
been developed, could not be developed because no arrangements were made in 
the plan, and because of severe distortion of economic figures. That is why 
our present production structure is in complete disorder and irrational. If 
we continue to follow the old path, it will be difficult to have a new, 
rational production structure. 


Therefore, on the basis of giving play to the strong points of planning 
mechanism, unified planning and unified guidance, we should introduce market 
mechanism through reform, and gradually rationalize production structure 
through competition. All this is the most effective way to reform our 
production structure. To do so, we should 1) Carry out a thorough study, 
learn from the successful experiences of the advanced countries and developing 
countries in the world, and proceed from the practical reality of China to set 
our scientific and feasible production target, and patterns on which the 
guidance provided by the state through policies is based. 2) According to 
the existing production policy and plan, economic administrative departments 
of the state, planning commissions in particular, may adjust various economic 
parameters [jing ji can shu 4842 3444 0639 2422] such as tax, subsidies, 
interest rates and so on to protect the survival and development of some 
trades, and restrict the development of some other trades to achieve the 
purpose of readjustment. 3) We should establish a market mechanism and work 
out rules and regulations for competition su ‘hat all trades, undertakings, 
and enterprises will carry out competition under the same conditions. They 
should decide their own strategies and determine whether they can survive 
according to the changes of social demand and market conditions. Here, a 
rational price mechanism, which can truly reflect the changes of social 


demand, is a key factor. A flexible and rational price mechanism will lead to 
a rational flow of resources, and promote the rationalization of production 
structure to avoid the existing “adverse effect.” [ni xiang xiao ying 6627/7 


0686 2400 2019] 
To achieve the three purposes mentioned above, we should further promote 
reform, and open up a new path for the readjustment of production structure 


through reform. 


/12913 
CSO: 4006/947 


56 








ECONOMIC MANACENENT g May 


MORE PRODUCTS FOR MINORITIES PRODUCED 
OW251355 Beijing XINHUA in English 1320 GMT 25 Mar 86 


[Text] Beijing, 25 March (XINHUA)--Today when minority people go shopping, 
the variety of goods available to them has grown by tenfold over the past five 
years. 


Many types of riding boots, swords, tents, and other goods considered to be 
products for minority nationalities have been developed in the last five 
years. The quality has also improved. In Qinghai province inhabited by 
Tibetans and Ilui nationality, 3,000 herdsmen ought a new kind of steel-framed 
tents for their families instead of the old style tent made from ox hair. 


This new tent, together with 55 other products, won awards from the lipht 
industry ministry and 200 others were regarded as high quality products by the 
provincial authorities. 


Statistics show that in 1980, the output value of products for minority 
nationalities was 330 million yuan, but last year the figure reached 840 
million, exceeding the target of 540 million set by the state. 


Observers list two major reasons for the quick development: (1) preferential 
treatment given by the central government to enterprises producing goods for 
minorities, including low interest loans, tax exemption or reduction, and 
guarantee of raw material supply and (2) the increasing demand for more goods 
by minorities as their living standards improved. 


Production still fails to meet the demand of the country's 67 million minority 
people. Sources from the ministry of light industry told XINHUA that the 
ministry is making up a plan to produce more products for minorities. 
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BRIEFS 


LATERAL ECONOMIC TIES ENCOURAGED--Provincial Governor Xiong Qingquan speaking 
yesterday in Changsha, urged leaders of all prefectures, cities, and 
provincial departments and bureaus to give the green light to lateral economic 
ties. He said: Some people support lateral economic ties in words, but set 
obstacles and make trouble in deeds. This indicates that the obstruction 
comes not from others, but from responsible departments at all levels, and 
from ourselves. When we ourselves become the targets of the revolution, whut 
shall we do? We comrades must be enlightened on this problem. We must 
vigorously support lateral economic ties and not set obstacles to them or mak« 
things difficult. Xiong Qingquan made the above remarks yesterday afternoon 
at the closing session of the provincial conference on urban economic 
structural reform. At that session, Xiong Qingquan also gave three views on 
how to develop lateral economic ties in the province. These were: 1. thy 
work must be firmly grasped; 2. policies must be formulated and adopted to 
encourage development of lateral economic ties; and 3. lateral economic tic: 
must be protected legally. [Text] [Changsha Hunan Provincial Service in 
Mandarin 2300 GMT 10 Apr 86 HK] /12913 


SICHUAN, SHANGHAI HOLD TALKS--According to SICHUAN RIBAO, a Shanghai 
Municipality delegation headed by Municipal CPC Committee Deputy Secretary Wu 
Bangguo and Advisory Commission Standing Committee member Dong Jiabang 
recently arrived in Chengdu to hold discussions with Sichuan leaders and 
departments concerned on strengthening lateral economic ties. After the 1/- 
member Shanghai delegation arrived in Chengdu on 8 April, Provincial CPC 
Committee Secretary Yang Rudai, Provincial CPC Committee Standing Committe 
member and Vice Governor Gu Jinchi, and other leading comrades met them and 
held discussions on the possibility of establishing long-term and stabel 
economic and technological cooperation ties. They also studied the main 
aspects of such cooperation during the Seventh 5-Year Plan. Responsibl: 
comrades of the provincial units concerned have also held discussions with 
responsible comrades concerned of the Shanghai delegation on making joint 
efforts to exploit natural resources, stepping up cooperation in domestic and 
foreign trade, organizing project contracts and labor services cooperation, 
transferring technology, and exchanging management experiences. These 
discussions were based on the spirit of highlighting strong points and 
avoiding weak ones, seeking variety, and promoting mutual benefit. Yesterday 
evening the Shanghai delegation left Chengdu by train for Chongqing. [Text] 
[Chengdu Sichuan Provincial Service in Mandarin 0030 GMT 13 Apr @6 HK] /129)' 
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FINANCE AND BANKING 


REFORM OF CHINA'S CURRENT TAX SYSTEM DISCUSSED 
Beijing JINGJIXUE ZHOUBAO [ECONOMICS WEEKLY] in Chinese No 9, 2 Mar 86 p 6 


(Article by Sui Zongyan [7131 1350 6056] of the Chinese Tax Society: "Reform 
and Perfect China's Current Tax System--Introduce Important Concepts Raised at 
the Third Tax Theory Forum of the Chinese Tax Society"] 


\Text}) 1. Theoretical Basis for Perfecting Tax System 


Proceeding from the law that the superstructure is determined by the economic 
foundation, some comrades hold that tax reform is to reform, along with the 
readjustments and changes of production relations, previous tax models 
(including tax categories and tax rates) unsuited to production development so 
as to use tax levers more efficiently and accelerate the development of 
productive forces. It is to meet the needs of objective law that China's tax 
system is undergoing reforn. 


Proceeding from the principle that the tax structure is determined by economic 
structure, some comrades hold that the structure of a commodity economy has 
created conditions for the development of circulation and income taxes and 
that under the condition of China's planned commodity economy, the state needs 
to establish a management system based on indirect controls, use macrocontrols 
to guide national economic activities and enable the commodity economy to 
develop along the course of planned and proportionate development. Due to a 
wide range of regulatory functions and legal protection, tax levers are 
compulsory, stable and timely. Tax reform must be conducive to developing 
these characteristics of tax levers to accelerate the continuous development 
of the planned commodity economy. 


Proceeding from the theory that the regulatory functions of taxes are 
determined by the model of economic movements, some comrades hold that under 
the pure market economy, economic activities are automatically regulated 
mainly through the market and that even under such a condition, inorder to 
intervene in the market economy, the state still has to use taxes for 
regulatory purposes. However, the degree and method of such regulation are 
conditioned by the basic contradictions of capitalist society. China is now 
in a stage of transfer from the traditional economic system that ignored the 
‘ommodity economy to a planned commodity economic system; therefore, it is 
even more necessary for China to bring into full play the function of taxes as 
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an economic lever to realize state macroeconomic policy decisions. Because of 
this, under the ne economic system, attention should be paid to not only the 
financial functions but also the economic functions of taxes to suit the tax 
system to the changing model of economic movements. 


2. Guiding Principles for Perfecting the Tax System 


Under the condition that a socialist public ownership system is considered as 
the basis, multifarious economic forms and management methods will exist for 
a prolonged period of time. This decides that China will continue for a 
fairly long period of time to implement the multi-tax system which contains 
multiple tax categories, links and levels. This and the basic inherent 
functions of taxes such as organizing income, readjusting the economy and 
supervising economic activities decide that the basic guiding principles for 
reforming and perfecting China's tax system should include the principles of 
finance, economy, rational burdens, policy and simplicity. However, as to 
which principle should be considered vital, there are four different opinions: 


The first opinion held that the financial function is the basic function of 
taxes from which the economic function is derived; therefore, whether or not 
state revenue is guaranteed should be the main consideration in perfecting the 
tax system and priority should be given to the financial principle. The 
economic function should be exercised only within the financial capacity of 
the state. 


The second opinion held that the economic function has always been the 
inherent function of taxes. The economic function must be considered as the 
beginning and end in perfecting and reforming the tax system. Taxes should be 
used to regulate the economy and accelerate economic development so that 
financial resources will be increased on the basis of economic development. 
Because of this, the economic principle should be put in the first place and 
things should be done according to the economy-tax-economy principle. 


The third opinion held that taxes perform a financial function as a means of 
jistribution and economic function as an economic lever which ave two aspects 
of the same matter. Therefore, to perfect the tax system, it is necessary not 
only to pay attention to the financial principle but also give consideration 
to the economic principle. 


The fourth opinion held that there should be no distinction between major and 
minor guiding principles for perfecting the tax system. It is necessary to 
proceed from the principle of macro-control and micro-flexibility and ensure 
that the tex system is conducive to, first, guaranteeing state financial 
income; second, regulating the economy and accelerating economic development; 
third, promoting fair tax burdens; fourth, implementing party and state 
political and economic policies and fifth, calculating, paying, collecting and 
managing taxes. 


3. The Target Model of China's Tax System 


As to which tax category should be considered as the basis, there are three 
1ifferent opinions: 
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The first one advocated the model of the tax system based on income tax. The 
reason: Income tax conforms to the tax principle of "rational burdens" 
because those with higher income pay more taxes than those with lower income 
and those with no income are exempted from taxes. Besides, income tax is the 
main tax category in most countries of the world. In order to attract foreign 
capital, China should gradually transfer the target model of its tax system to 
a tax system based on income taxes. 


The second opinion advocated the model of a tax system based on resource tax 
which includes labor forces, land and mineral and water resources in the scope 
of resource tax and uses it to replace the circulation tax of production 
departments. This can overcome certain defects of a product tax and avoid the 
instability of income tax. 


The third opinion advocated the model of a tax system which is based on 
circulation and income taxes and supplemented by other tax categories. Most 
representatives held this opinion because: 1) This model basically conforms 
to the objective demand of the planned commodity economy in current China and 
is conducive to alleviating contradiction and coordinating the relations of 
all fields under the condition that prices in the current stage are 
irrational. At the same time, as internal-cost tax, circulation tax is not 
affected by cost of production and therefore able to guarantee stable 
increases in state revenue. 2) Judged from the situations abroad, there are 
now only a few countries including the United States and Japan using an income 
tax, personal income tax, as the basis of their tax system. Judged from 
China's current economic development and personal income levels, this is 
impossible. 3) Due to declining investment rate and political instability 
resulting from high income taxes, some countries using income tax as the basis 
have been forced to reduce income tax and develop a new tendency of increasing 
indirect taxes and reducing direct taxes. 4) China can only gradually 
increase the ratio of income tax as the management level is raised on the 
basis of continuous development of the commodity economy. If it ignores 
objective conditions and implements the model of tax system based on income 
tax without careful consideration, it will inevitably cause confusion. 


4, Concrete Suggestions for Perfecting China's Industrial and Commercial Tax 
System 


A. Reduce the product tax, and adopt value-added tax in an all-around way and 
perfect China's circulation tax system. 


Everybody held it necessary to implement value-added taxes across the country 
to bring into play its function of universal regulation and enable a 
circulation tax system to conform to the development of China's planned 
commodity economy, eliminate the defect of double taxation, accelerate 
Specialized coordination and commodity circulation, encourage exports and 
implement the international principle of fair taxes. At the same time, in 
addition to value-added tax, product tax should be levied on specified high 
tax-rate products such as tobacco, liquors, sugar and petroleum to bring 4 
special regulative function into play. This will enable the circulation tax 
system to change from the current structure consisting of three taxes 
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(product, value-added and business taxes) to a structure consisting of two 
taxes (value-added and product taxes) and two-tier regulation. 


Some comrades contended that under the current condition that market prices 
are expanding while planned prices are graudally shrinking, and the 
circulation tax should be changed from internal-cost to external-cost tax 
while promoting in an all-round way the system of indicating the amount of 
taxes in receipts so as to facilitate the accurate accounting of economic 
results in enterprises, help develop the advantages price and tax levers each 
have in regulation, exercise effective control of tax reduction and exemption 
and of tax evasion and create conditions for promoting value-added taxes in an 
all-around way. 


Some comrades suggested that the product tax rate be partially readjusted and 
the number of items subject to value-added tax be increased in the near 
future before the above structural readjustment takes place while enlarging 
the scope of business taxes to suit the new tendency in the development of the 
tertiary industry. 


B. Graudally abolish regulation tax and perfect enterprise income tax system. 


Everybody contended that a regulation tax can neither perform its proper 
functions as a form of collection nor as an economic lever to invigorate 
enterprises; therefore, they suggested that it be abolished and replaced with 
other forms of collection. At the same time, it is necessary to increase step 
by step the amount of profits retained by enterprises to create conditions for 
invigorating enterprises. Concrete suggestions were: 1) Increase after-tax 
profit retention by changing before-tax loan payment to after-tax loan payment 
or increasing the ratio of profit retention from the current 30 percent to 40 
percent; 2) reduce enterprises’ burdens by consolidating various fees and 
charges; 3) levy a capital tax on enterprises' after-tax profits according to 
the principle of capital use with compensation, levy an investment return tax 
on enterprises’ after-tax profits according to the principle of investment 
division under which, no tax is levied on small profits, low tax is levied on 
average profits and more tax is levied on larger profits, or apply the method 
of increasing the percentage of enterprises' income tax to the distribution of 
enterprises’ after-tax profits. 


Everybody held that in order to implement the principle of fair tax and 
rational burden, promote competition under equal conditions and eliminate once 
and for all the contradictions of tax evasion caused by the various categories 
of income tax, efforts should be made to unify the income tax systems of 
various kinds of enterprises and determine the amount of income taxes in a 
rational manner. With regard to the use of unified income tax rates, some 
Suggested implementing proportional tax rates; others suggested implementing 
progressive tax rates. Some also suggested implementing the method of 
negative income tax and abolishing financial subsidies. 


Some representatives contended that before a unified income tax system is 
worked out, efforts should be made to: 1) unify the income tax systems of 
state-run enterprises, implement the unified income tax system in all state- 
run enterprises regardless of their sizes, include all state-run enteprises in 





the scope of taxation, abolish the method of contract and persist in following 
legal procedures to perfect the tax system; 2) unify income tax laws 
concerning foreigners, integrate the two current tax laws into one and 
readjust taxes accordingly so as to balance international tax levels and 
attract foreign investment; and 3) begin to levy income taxes on individually- 
owned industrial and commercial units in urban and rural areas to regulate 
business income and balance urban and rural burdens. 


C. Perfect the collection system of personal income tax. 


Everybody held that the cut-off point of current personal income tax is too 
high and that the scope of taxation is too small. In order to implement the 
principle of to each according to his work, permit difference but avoid great 
disparity in personal income, they suggested: 1) include personal wages and 
all other incomes in the scope of taxation regardless of the sources of 
income, urban or rural areas; 2) lower the cut-off point of personal income 
tax; 3) rearrange the brackets of above-quota progressive income tax. Some 
comrades suggested that considering the characteristic that China's general 
personal income level is low, the cut-off point may be set between 300 and 500 
yuan and it is improper to have an excessively wide scope of taxation and an 
excessivley progressive rate. Some comrades said it is necessary to adopt the 
method of broader scale and lower rate--namely, the lower cut-off point (say 
100 yuan) and lower the tax rate (say 0.1 percent). 


4. Expand the scope of resource tax. 


Everybody held that due to the limitation of a small scope, current resource 
taxes have failed to perform its proper functions; therefore, it is necessary 
to expand the scope of tax collection. One opinion contended that the expanded 
scope should be limited to natural resources including mineral, land and water 
resources; another opinion contended that a resource tax should cover natural, 
manpower and financial sources. As for the collection measures of resource 
taxes, one opinion deemed it necessary to adopt the method of specified quota; 
another opinion held that the collection of resource taxes must vary according 
to changes in the conditions of resources. Since the unit cost of mineral 
products of the same enterprise contains progressive increases and decreases 
during different time periods and since the content of differential income in 
the same product varies in different enterprises, adopting the method of fixed 
tax payment will prevent the flexibility of changing according to changes in 
the content of differential income. Because of this, the representatives 
contended that it is necessary to continue to adopt the current collection 
method under which tax increases and decreases hinge on the level of profits. 


D. Perfect the local tax system and expand the power of local governments to 
collect local taxes. 


Everybody held that perfecting the local tax system and increasing the ratio 
of local taxes to the whole tax income of China is of great significance in 
establishing a decentralized financial management system and correctly 
handling the relations between central and local financial distribution. It 
Was suggested that regional tax revenue be included in local taxes and that 
local governments be allowed to have the right to levying local taxes 
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according to local conditions. It was urged to begin levying several 
categories of local taxes, which have been put off, and set up local tax 
bureaus to collect local taxes. 


E. Establish a tax system for special economic zones. 


Some comrades pointed out the need to study and formulate special tax laws for 
special economic zones, open coastal cities and economic and _ technological 
jevelopment areas and formulate, according to the principle of "handling 
Special things in a special way" and in consideration of China's reality and 
financial capacity, a separate tax law for special economic zones to encourage 
foreign investment. 


rT 


F. Create conditions for levying some new taxes. 


1) Begin levyng a social security tax. Many comrades said in order to 
coordinate with China's labor employment system and free social members from 
worries for the future, it is necessary to find a fundamental solution for the 
problem of the sources of social security. They suggested that China borrow 
the social security system practiced abroad and begin levyng a social security 
tax on the prerequisite of not surpassing the capacity of enterprises and 
individuals. The tax payments should be controlled and used for this specific 
purpose by special organs. 


2) Begin levying inheritance and gift taxes to regulate non-labor personal 
income obtainea for free. 


3) Begin levying a stamp tax which is conducive to promoting the economic 
contract system and increase the legal effect of contracts. 


Some comrades also suggested levying extra-budgetary fund regulation tax to 
replace major energy and communication construction funds and restoring 
interest and entertainment taxes. 
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FINANCE AND BANE ING 


CHLNA INVESTMENT BANK DIRECTORS MEET IN BEIJING 
OW191846 Beijing XINHUA in English 1512 GMT 19 Apr 86 


[Text] Beijing, 19 April (XINHUA)--Loan projects approved and loans provided 
by the China Investment Bank (CIB) scored a record high in 1985, according to 
the CIB board of directors’ fifth mecting held here today. 


The CIB's operations in 1985 were also based on careful project appraisals 
which ensure good prospects for profits, Zhou Hanrong, president of the CIB 
told the meeting. 


The CIB, a specialized state-run bank set up in 1981 to mobilize construction 
funds abroad to undertake investment credit, approved 144 domestic loan 
projects in 1985-- which was 140 percent more than were approved in the 
previous three years. The foreign exchange loans involved amounted to over 
123 million U.S. dollars and the renminbi loans to over 194 million yuan--80 
and 60 percent, respectively, over the previous three years, Zhou said. 


The president told the meeting that the CIB attaches great importance to the 
examination and appraisal of projects requiring loans. 


It is estimated that the projects approved in 1985 can bring an annual profits 
and taxes of 600 million yuan after going into operation, excceding the value 
of the loans. 


Priority is also given to projects which can help carn or conserve forcign 
exchange, Zhou said. He stressed that further attention should be given to 
appraisal of projects in 1986. 


The projects to be selected in 1986 must be technical transformation projects 
which can help earn foreign exchange or replace imported items. Priority wil] 
be given to medium and small projects involving loans of less than two million 
U.S. dollars. 


Recipients of loans should have departments with foreign exchange incomes as 
their guarantors, Zhou noted. 
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May 1986 


DRICVS 


XINJTANG CURRENCY WITHDRAWN--The situation in the withdrawal of currency from 
circulation in our region in the first quarter of this year was better then 
ever before. Some 144 million yuan were withdrawn trom circulation. The 
situation in which more currency was put into circulation than withdrawn in 
the same period of previous years was changed. According to the analysis 
conducted by departments concerned, the main reasons for the good situation in 
the withdrawal of currency from circulation in our region in the first quarter 
of this year were: Savings deposits continuously increased and amounted to 
some 7° million yuan more than in the corresponding period last year, an 
increase of 61.5 percent; the increase in consumption funds was controlled; 
ang bonuses paid out were some 70 million yuan less than in the same period 
last year. In addition, under the premise of guarantecing rational demands, 
the issue of credit funds for rural areas was also controlled. [Text] 


re). 


[Urumqi Xinhiang Regional Service in Mandarin 1300 GNT 14 Apr 86 HK] /12915 
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9 May 1986 


FOREIGN TRADE AND INVESTMENT 


LIAOWANG VIEWS PRC LAWS ON FOREIGN-OWNED ENTERPRISES 


HK170441 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 14, 7 Apr 86 pp 14- 
L5 


[Article by Li Shangzhi [2621 1424 1807]: "China Is Formulating a Law on 
Foreign-owned Enterprises" ] 

(lext] A subject for discussion in the ongoing Fourth Session of the Sixth 
NPC is to examine and discuss the PRC law on foreign-owned enterprises and ti 
officially enact the Law on Foreign-owned Enterprises, which protects the 
legitimate rights and interests of foreign investors in China. The purpose of 


enacting this law is to expand China's economic cooperation and technological 


exchange with foreign countries and to encourage and promote foreign enter- 
prises and other economic organizations or individuals to set up foreiyn- 
owned enterprises in China. 

The principal forms of foreign investment in China are as follows: 1) Setting 
up Chinese-foreign joint enterprises; 2) setting up Chinese-foreign coopera- 
tive enterprises; and 3) setting up foreign-owned enterprises. By the end 
September 1985, there were 1,881 Chinese-foreign joint enterprises, 3,408 
Chinese-foreign cooperative enterprises, and 104 foreign-owned enterprises on 
the Chinese mainland. The investment amounts were all small. Why are there 

so few foreign-owned enterprises in China? This is primarily because foreign 
businessmen are still exploring the situation. They are worried whether the 
enterprises they set up in China can operate for a long time and are afraid 
that they will be denied legal protection because China does not have a perfect 
law in this respecc. For this reason, they want to experiment to see whether 
they will stand to gain. 


? 
A 


In order to dispel the misgivings of foreign businessmen and to encourage more 
foreign businessmen to invest in China and run enterprises, China started 
formulating a law on foreign-owned enterprises in 1983. After repeated dis- 
cussions with people engaged in practical work and some experts and scholars, 
the department concerned has drafted such a law. Last January, the State 
Council submitted the draft to the 14th meeting of the 6th NPC Standiny Com- 
mittee for examination and deliberation. The draft was repeatedly revised at 
the 14th and 15th meetings of the NPC Standing Committee. After expressing 
their satisfaction over the latest revised draft, the members of the NP( 
Standing Committee decided to submit it to the Fourth Session of the Sixth 
NPC for examination and approval. 
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lraft law on Foreign-owned Enterprises consists of 23 articles. It is 


a 
licitly stipulated in Article 1 that China allows foreign enterprises and 
ther economic organizations or individuals to set up foreign-owned enterprises 
nd protects the legitimate rights and interestdY of foreign-owned enterprises. 
\rticle 2 stipulates that foreign-owned enterprises refer to ones which are 
et up in China and whose capital is wholly owned by foreign investors, not 
including the subsidiary bodies set up in China by foreign enterprises and 
ther economic organizations. Article 4 stipulates that the investments, 
rofits, and other iegitimate rights and interests of foreign investors in 
hina are subject to the protection of Chinese laws. Article 7 stipulates 
at foreign-owned enterprises conforming to the stipulations of the Chinese 
ww on the qualifications of a legal entity will be qualified to act as a 
legal entity according to the law. Article 10, section 2 stipulates that 
reign-owned enterprises operating according to approved regulations are not 
subject to interference. The stipulations of these articles protect the 
legitimate rights and interests of foreign-owned enterprises in China. 
ie relevant stipulations in the draft Foreign-owned Enterprise Law ensure 
iat the enterprises wholly owned by foreign investors stand to gain in China. 
rr example, Article 16 stipulates that foreign-owned enterprises should pay 
ixes according to the relevant tax regulations of the state and that they may 
ipply tor preferential treatment in tax reduction or tax exemption. If 
’reign-owned enterprises reinvest their after-tax profits in China, they may, 
in Line with the relevant regulations, apply for a refund of the income tax 
iyments for the reinvested profits. Article 18 stipulates that the legiti- 
te profits, other legitimate incomes, and capital deriving from business 
losure or transfer may be remitted abroad. After paying personal income tax 
rding to the law, the foreign personnel otf foreign-owned enterprises may 
remit their wages and other justifiable incomes irom China. 
hina is a sovereign state engaging in a socialist modernization program. 
reign-owned enterprises are simply an important means by which China opens 
to the outside world and uses foreign capital. Because the capital of 
reign-owned enterprises is wholly owned by foreigners, the Chinese side 
es not participate in the operations and management of the enterprises. We 
lo not share their profits. Nor is it easy for us to learn from their ad- 
inced technology. For this reason, in examining and approving the setting 
up of foreign-owned enterprises and supervising and managing them, the stipu- 
itions for the legal provision ought to be slightly stricter than those on 
inese-foreign joint enterprises in order to show the distinction between 
them in terms of policy. In the course of drafting and revising the draft 
law, many people proposed that foreign-owned enterprises should adopt advanced 
technology and turn out products in short supply in China. Therefore, Article 
} of the draft Foreign-owned Enterprise Law stipulates that the setting up ol 
reign-owned enterprises should help the development of China's national 
nomy and that they should adopt advanced technology and equipment and ex- 
rt all or most of their products. Those failing to conform to this stipula- 
ti will not be approved by China. Article » section 2 of the draft 
tipulates: foreign-owned enterprises must observe China's laws, decrees, and 
re itions and are not allowed to infringe upon China's social or publi 
interests. 
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It is entirely necessary for a sovereign state to strengthen management 
supervision over toreign-owned enterprises set up in its own territory. 
this reason, the draft Forei;n-owned Enterprise Law has made some stipu 
on strengthening management and supervision over foreign-owned enterpri 
For example, Article 8 stipulates: Foreign-owned enterprises should mak 
investments in China within the time limit set by the examination and 
organs; if they fail to invest within the allotted time, the industria] 
commercial administrative rgans have the right to revoke their busin 
licenses. It also stipulates that the industrial and commercial administ: 
tive organs are responsible tor inspecting and supervising the investmer 


‘onditions of foreign-owned enterprises. Article 8 stipulates that, wh: 
foreign-owned enterprises are divided, amalgamated, or made over to others, 


or make other important changes, they should submit their plans to the exami 
tion and approval organs for approval and go through the procedure for re,is- 
tration changes at the industrial and commercial administrative organs. 
Article 13 stipulates that foreign-owned enterprises must set up account KS 
in China, carry out independent accounting and, in line with the stipulations, 
submit their accounting statistics to, and accept the supervision of, th 
financial and tax organs. 





[The draft Foreign-owned Enterprise Law does not make specific stipulati 

the trades conducted by foreign-owned enterprises. Article 3 only states that 
the state will not permit foreign-owned enterprises to engage in those t1 
prohibited by the state. The State Council will make separate regulati 


the trades inaccessible to foreign-owned enterprises. This is because, in th 
course of drafting and revising the draft law, many departments and jp: 

said that since foreign businessmen independently engage in trades and l|i 

in which the Chinese side does not participate in management, it is necessal 


, ’ 


to adopt stricter regulations on the trades set up by foreign-owned ent 
prises than by Chinese-foreign joint enterprises or by Chinese-foreiyn 
cooperative enterprises. Some people suggested that the trades inacc: ble 
to foreign-owned enterprises be listed clearly in the law. After repeat 
discussions, the department responsible for drafting and revising the dr 
law held that by stipulating in explicit terms which trades can be set 
which trades cannot be set up it will not only hamper the initiative of th 
Chinese side and of foreign businessmen but also make it difficult to r 
them regularly once they have become law. For this reason, the dratt 


sets forth its requirements for the setting up of foreign-owned enterprises, 
stating that these trades should ntribute to the development of the Chin 


economy and be in keeping with the stipulations of the Chinese laws, decrees, 
and regulations. As for the stipulations on the trades to be set up b« 
foreign-owned enterprises, the Ministry of Foreign Economic Relations and 
Trade plans to set forth a tentative plan at different times in light of the 
specific conditions and, after submitting it to the State Council for « 

tion and approval, make it public. In so doing we can make adjustment it an 
time in light of China's economic development and its needs, as wel! as the 
investments and demands of foreign investors. This is more advantageous | 
both the Chinese side and foreign businessmen. 


In the course of discussing the draft law, there were two different 
the time limit set for foreign-owned enterprises. One opinion hold 
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estors, we should either refrain from setting a time Limit 
terprises or state in explicit terms that the time Limit 

t reign investors themselves When a situation 
cisten reign-owned enterprises arises, the rei 
! up their businesses voluntarily. Another inion held 
he outside world is undoubtedly a long-term national! 

Ki int nsideration the development of the Chines« 
set a tir limit for each foreign-owned enterprise. 
lentioned above has its own merit. For this reason, the 
nterprise Law does not set a time limit for foreign- 
[he issue will be solved in light of the specific condi- 
led rules and regulations for the implementation of the 
rise Law are tormulated. 
is reporter has heard in the course of covering the Fourth 
NPC, most members of the NPC Standing Committee and NP 
vil the law at the current session. [They hold that, with 
{t the policy of opening up to the outside world and in- 
tic economy over the past few years, China has accumulated 
; field and has the necessary conditions to enact thi 
1 in principle the spirit of being advantageous to both 
sinessmen, the draft law is quite feasible In the urs 
ie localities or individuals also raised the idea o! 
rrises, encouraging cooperative ones, and rest! tin 
[The leading body concerned and most NPC deputies h ; 
i\ing up to the outside world and invigorating the domesti 
ill in the initial stage and that the foreign pital 
t too Large but too small. Therefore, the above- 
esirable. 
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LABOR AND WAGES 


LABOR SERVICE TRADE TO EXPAND DURING SEVENTIIL 5-YEAR PLAN 
HK150906 Beijing CHINA DATLY in English 15 Apr 86 p 2 
[By Statt reporter Guo Nei] 


The Labour Service Trade, which sprang up oly a few years ago in China, will 
take even bigger steps during the new Seventh 5-Year Plan starting this year, 
according to a senior official. 


“In the severe competition of today's international labour service market, 
we'll have to try harder before we can get a foothold,” said Wang Wendong, 
assistant minister of Foreign Economic Relations and Trade. 


MIINA DAILY has learned that at least 253 projects have already been 
contracted with 67 countries this year. Of these, 106 are for construction 
ind 101 are for technical cooperation and management. 

Since 1979, China has contracted for more than 2,800 projects worth $5.1 
billion in 88 countries and regions, Wang said. So far, $2.5 billion has been 
received from the completed projects. More than 179,000 people have returned 
from abroad but by the end of 1985, there were still 60,000 people working 


overseas, Wang said. 


China has also set up 181 joint ventures abroad, involving a total investment 
of $290 million, 59 percent of which came from the Chinese, Wang said. The 

ventures include sea fishing, mining, lumbering, agricultural and industrial 
production, construction, transport, consultation services, and restaurants. 


About seven to ecight million people and a revolving fund of $80 to SLO0 
billion are involved in the labour trade worldwide, but China accounts for 
only about 0./7 percent of the workers in the world Labour service market. 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


COMPARATIVE STUDY OF TAX SYSTEMS IN EAST BLOC COUNTRIES 
Shanghai SHEHUI KEXUE [SOCIAL SCIENCES] in Chinese No 9, 15 Sep 85 pp 19-22 


[Article by Guo Meng (6665 5492): "Drawing Lessons from Tax Systems in the 
Soviet Union and Eastern European Countries" ] 


(Text] This article is a comparative study of the tax systems in the Soviet 
Union and countries in Eastern Europe. It aims at extrapolating from their 
experience a law or two to guide China's tax reforn. 


1. A nation's tax revenues, including its tax system, structure and 
management, are shaped by a multitude of factors, e.g., the nature of its 
relations of production, economic development standards, economic structure, 
the extent the nation is open to the world, its type of economic systen, 
specific national circumstances and so on. The USSR and Eastern European 
nations are all socialist nations at roughly the same level of economic 
development and have similar economic structures. Apart from specific 
circumstances peculiar to each nation, their most important difference is the 
fact that their economies follow different models. As far as tax revenues are 
concerned, this difference manifests itself most conspicuously in their 
functions. For this reason I believe we should begin by analyzing the basic 
functions of tax revenues. 


At the present stage, tax revenues have only two important functions. First, 
they constitute a source of government revenues. This is the so-called fiscal 
function. Second, they serve as a tool with which a government regulates 
economic life. This is what we call the regulatory function. In general, the 
fiscal function of tax revenues is taken for granted in every nation. On the 
other hand, whether tax revenues perform a regulatory function, and whether 
such function is performed satisfactorily, varies from nation to nation 
because of the specific circumstances in each. 


In the USSR, the German Democratic Republic [GDR], Czechoslovakia, Bulgaria, 
and Romania, the fiscal role of tax revenues is highly prominent. Despite the 
fact that government revenues in these nations derive from two basic sources-- 
tax revenues and profits turned over by enterprises, the official view is that 
the former have a special significance as a stable and reliable guarantee of 
the government's budget revenues because taxes are collected on a compulsory 


basis at regular intervals and in fixed amounts. In contrast, the regulatory 
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Sle of tax revenues is very limited and whatever effects it may have ar 
stly microeconomic. For instance, in countries like the USSR, the tur 
ax has a certain impact on the profitability of an enterprise or lu 
nd payments, which resemble taxes in form and character, are not +» out 
major positive effect when it comes to impelling enterprises ¢t 
production expenses. But since the economic activities of state en’ ri 
revolve around the fulfillment of targets dictated by state at 
planning, taxes at most exercise a supplementary function. n t 
macroeconomic level, taxes basically have no place at all as a regulator. for 
example, they cannot influence the balance between overall social suppl and 
overall social demand, the formation of investment funds and consumption fund 
and their proportionate relations, changes in the overall price level, and *t 
adjustment of the basic industrial structure. By and large, therefore, tax 
revenues in countries like the USSR actually fulfill one basic function: 
generate government revenues. 
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After restructuring its economic system, Hungary adopted guidance planning; 
the state no longer directly intervenes in enterprise operation and 
activities and instead controls the national economy indirectly through a host 
of economic regulatory devices. Appropriately, tax revenues have become 
important as a regulator of economic life as well as a source of government 
income, the latter being its dominant role in the past. For the past dozen 
years or sO, tax revenues have gained increasing regulatory prominence, 
particularly at the macroeconomic level. For instance, they have been crucial 
in controlling the total social demand, regulating the magnitude and structur 
of enterprise investments, determining the rate of growth of consumption fund 
and bringing about planned movements in price levels. Moreover, tax have 
been a positive force behind increasing economic results. The substitution 
taxes for profits has stabilized the economic relations between the state an 
enterprises and heiped enterprises improve their economic results steadily. 
An effort has also been made to provide all enterprises with similar busine 
sonditions through tax regulation so that they will become more efficient when 
they compete in the marketplace. Furthermore, the emphasis on the regulatory 
role of taxes has not impaired their fiscal function; it has entirely been 
within the power of the state to adjust taxes in order to channel int the 
State coffers the necessary amount of net social income. 


In Yugoslavia, the functions of tax revenues have gone through a tortuou 

sourse. As early as the first half of the 1950's, Yugoslavia had begun 

employ tax revenues as an important tool of economic regulation in ev Way. 

From the mid-1950's to the mid-1960's, tax revenues in Yugoslavia were ¥ 


performing more or less the same functions that tax revenues in Hungary re 
performing today. However, Yugoslavia theoretically subscribes to the notior 
that the economic functions of a socialist state are destined to wither iway 
gradually and has drastically reduced the state's macroeconomic manageria 
functions since the mid-1960's as a result of its decision to withdraw dire 


government intervention in the production and business activiti 
enterprises. Many essential taxes have been abolished, with a mcomitant 
sharp decline in the regulatory role of tax revenues. Since ¢ 70'S, 
Yugoslavia has made every effort to make social contracts and self-management 
agreements the central mechanisms in guiding society and regulating ° entir 
economy while regarding as supplementary, though important, other mechan.sms 











at the disposal of the state. Tax revenues currently remain an im; 
means with which the state regulates economic life, but their macr 
regulatory functions are severely restricted. For this reason ti 
function of tax revenues in Yugoslavia at the present stage is far from 
fully exploited. More graphically, tax revenues fulfill “a function 
half." 
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2. For reasons directly or indirectly related to the functions 


revenues, the USSR and countries in Eastern Europe exhibit widely diffe: 


characteristics in all aspects of their tax systems. 


First, total tax revenues as a percentage of state revenues or nationa 
varies significantly from nation to nation. In all these countries, 


revenues account for a relatively large share of national income, ranging 


60 to 70 percent. But since they all follow a dual system under whic! 
enterprises turn over profits as well as pay taxes, tax revenues are not 
dominant element in state revenues, relatively speaking. In the USSR 
GDR, tax revenues make up only about 50 percent of state revenues and 

30 to 35 percent of national income, a comparatively small proportion. 


In Hungary, taxes completely replaced profits as payments to 
following the reforms of 1968 and became the basic source, and 


constitute 90 percent, of state revenues. Since budget revenues usually 


up 60 to 70 percent of national income, tax revenues account for 
percent of the national income. Although the share of tax revenues 
income of state enterprises varies from time to time, it has on t 
exceeded 70 percent. 


The situation in Yugoslavia is more complex. Since the 1970's, @ 
expenditures have generally excluded production investments. The oper: 


expenses of various social and institutional units (that is, the variety 
self-managed interest groups) basically do not come from the regular budg 


appropriations process but are covered by direct donations from 
organizations and individual workers. State revenues derived from 
mainly go to satisfy society's "general needs" (national defense, rr: 
administrative costs and funds to support backward areas, etc). 
"donations" at present display features more or less similar to those of 
and also to facilitate comparison, we have made "donations" a compone: 


Yugoslavia's tax system, with qualifications. Thus Yugoslavia's tax rever 


and “donations” together make up 35 to 40 percent of the national 
Despite the fact that 95 percent of state revenues come from tax revenue 
fact tax revenues make up iess than 20 percent of the national income. 


Tax revenues in both the USSR and Yugoslavia account for a relatively 
share of the respective country's national income, but amid dif! 
sSircumstances and for different reasons. The reason for the low leve 
revenues in the USSR and other Eastern European countries is that th 
function of tax revenues is only to ensure the stability of a certain 

of state revenues; the state does not have to rely on them to regulaté 
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nds of macroeconomic relations and influence enterprises’ economic behavior. 


ntrast, these nations consider the turning over of profits by enterprises 


re conducive to direct state intervention in an enterprise's production and 


perations. In the case of Yugosiavia, the low level of tax revenues is 


patible with the state's sharply reduced economic functions and its failure 
make full use of tax revenues as an economic regulator. In Hungary, which 
es consider tax revenues one of the most powerful economic tools available 

the state to regulate macroeconomic activities and influence the economic 
havior of enterprises and consumers, it is inevitable that tax revenues are 


2quired to exercise more impact on the distribution and use of enterprise 


rnings and the overall national income. In other words, tax revenues as a 
are of national income must be kept at a relatively high level. 


nd, the tax system and tax structure also differ substantially from 
intry to country. Tax revenue systems in countries like the USSR usually 
mprise a limited number of taxes. In most cases, there are a dozen tax 
tegories, a majority of them levied on citizens (including individual 
nomic entities) and economic cooperatives. In the USSR, for instance, 
2 less than 20 tax categories levied by governments at all levels, 


lmost 10 are collected from citizens, including income tax (subdivided into 4 


» unmarried, single and minor children citizen tax, agricultural tax, 
perty tax, land rent and tax on means of transportation. The number of tax 
tegories may be high, but revenues derived therefrom only make up 16 percent 
total tax revenues. Essentially there are only two kinds of taxes 

by cooperative enterprises and collective farms, namely income tax and 

tax, which generate less than 2 percent of total tax revenues. 
gnty percent of all taxes collected by the state come from state enterprises 
n, nevertheless, pay only two kinds of taxes, that is, turnover tax and 


ind payments. The tax structure of all these nations is characterized by the 


mance of indirect taxes, among which the turnover tax, payable by 
juction enterprises, is the leading tax in the tax structure. This tax, 

is mainly confined to certain sectors producing consumer goods, 
rrall sontributes 40 percent or more of all tax revenues collected in 
nations. In the USSR its share even exceeds 60 percent. 


ith a relatively comprehensive tax revenue system, Hungary today has 50 to 60 
ix categories. Its system is characterized not only by the variety of taxes 


ble by citizens, individua’ business operators and cooperative 
prises, but also by the multitude of levies on state enterprises. Among 
ijozen or so most common taxes on enterprises today are general profits 
x, urban and rural development tax, social insurance fees, payroll and 
lend increase tax, production tax, development fund payments, investment 


ax and building tax, all of them akin to income tax in nature, as well as 


nsumer goods circulation tax and producer price differential circulation 


ax. State enterprises account for 90 percent of all tax revenues. Hungary's 
ax tructure is dominated by direct taxes, or, more specifically, income 


Kes. ahat they have is an income tax system whose core is the enterprise 
fits tax. After reforms, revenues raised by all income tax categories 
stently make up more than half of all tax revenues collected. Hungary 
inged its former turnover tax payable by producers into a consumer 
jlation tax to. be paid by wholesalers. The country’s most important 
entary tax, it contributed almost 20 percent to all tax revenues before 








1980. Owing to the abolition since 1980 of property taxes and the institution 
of the producer price differential circulation tax, which made indirect taxes 
relatively more important, the consumer circulation tax now constitutes about 
40 percent of overall tax revenues. 


Yugoslavia, too, has a wide range of tax categories and donations. 
governments at all levels collect a total of 20 kinds of taxes and all kinds 
of donations. In general, donations can be classified into three kinds, those 
which come from the income of united labor organizations, those which come 
from the income of individual workers and those which come from the income of 
individual business operators. The bulk of taxes and donations in Yugoslavia 
are levies on individual citizens. Only the united labor organization income 
tax and a smal. number of donations are direct levies on enterprises. 
Yugoslavia's tax structure is also dominated by direct taxes, of which income 
taxes and donations account for 50 to 60 percent of all tax revenues. Among 
income taxes, it is the personal income tax which is most crucial, making up 
is it does 35 to 40 percent of all tax revenues. About 30 percent of tax 
revenues derive from the commodity circulation tax cullected from retailers by 
governments at all levels. When we exclude donations and consider only taxes, 
.ndirect taxes (circulation tax, tariffs and stamp tax) constitute about 80 
percent of all tax revenues, with circulation taxes alone accounting for 50 
percent. In addition, the income tax on associated labor organizations 
accounts for 10 percent and the personal income tax and other taxes another 10 


In the USSR and other Eastern European nations, the tax system and tax 
structure are intimately related to and interact with the functions which tax 
revenues are supposed to fulfill. First, from the perspective of tax 
sategories, the stress on tax revenues’ fiscal function obviates the need for 
4 complex tax system; the state is fully capable of raising the bulk of needed 
tax revenues through a limited number of taxes, even through one tax. On the 
ther hand, the regulatory function of taxes requires that taxes be 
liversified. This is because modern economic activities are multilevel and 
multidimensional and involve a full array of players. The state cannot 
influence different economic sectors and different economic activities 
effectively through the tax system in the absence of a complete set of tools, 
as proved by the marked increase in the number of tax categories in Yugoslavia 
and Hungary when their tax systems assumed dual importance as an economic 
regulator and a source of revenue instead of being a single-function system 
only. The fact that tax categories have been increasing in those Eastern 
Furopean nations which have made fairly rapid progress in economic reform 
e.g., Poland, Romania and Bulgaria) over the past few years is also a clear 
sign that tax functions there have begun to change. Turning to tax structure, 
juestions such as what kinds of taxes should be made to bear the brunt of the 
tax burden and what kinds of taxes should be supplementary really depend on 
which function a country wants to emphasize, taxes as a source of revenue or 
taxes as a regulator of economic life. If the emphasis is on the former, then 
Stability and reliability will be considered the most important things about a 
tax system. In the USSR and Eastern Europe, the turnover tax (or commodity 
irculation tax) which is a tax on commodities (primarily consumer goods) in 
sirculation and the personal income tax (donations) which is a tax on the 
personal income of citizens are more stable and reliable and are considered a 
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more desirable source of government income. When we stress tax revenues as a 
regulator of economic life, on the other hand, we attach special importance to 
effectiveness and timeliness. Clearly an income tax is better able than other 
taxes to satisfy these two criteria because it influences most directly and 
expeditiously the magnitude and mix of total social demand and the economic 
behavior of consumers and enterprises. From this perspective, the Soviet 
Union's and others’ decision to make the turnover tax the centerpiece of their 
tax system and the moves by Hungary and Yugoslavia to make the enterprise 
income tax and personal income tax respectively their most important tax, 
supplemented by circulation taxes, are all accommodations to their different 
tax functions. 


Third, the Soviet Union and Eastern Europe differ sharply from one another in 
the flexibility of the tax system and in tax management. On the whole, tax 
Systems in these countries are relatively rigid and inflexible. This rigidity 
manifests itself in relatively changeless tax categories, the basic absence of 
provisional taxes, relatively stable tax rates and other tax regulations. Tax 
revenue management is highly centralized; the institution of taxes, rate 
Setting and adjustment, tax reduction and exemption are all decided by the 
2entral government with little discretion left to local governments. While 
the number of local taxes is not insignificant, they tap tax sources which are 
piecemeal and yield such a paltry amount of revenue that it can satisfy only a 
tiny portion of local budgetary needs. To encourage iocal interest in tax 
collection by the central government, these countries usually provide for a 
Kind of revenue-sharing with local governments, but only in accordance with a 
formula decided by the central authorities. 


Hungary's tax system is relatively flexible. There is a number of basic taxes 
such as the profits tax, urban and rural development tax, commodity 
sirculation tax, wage bonus tax and production tax, etc., which have 
consistently been in effect since reform and can be considered a regular 
source of tax revenues. In addition, the government has imposed a number of 
provisional taxes to meet the economic policy needs in special times. 
Examples are the investment tax, building tax and development fund payments, 
among others, which have been levied in the past few years. In Hungary, tax 
rates are adjusted as needs change over time, and this is true for both 
regular and provisional taxes. As far as tax management is concerned, local 
autonomy has been expanded. A revenue-sharing system has been instituted 
under which some tax categories are designated as local taxes, some as central 
taxes and some are shared between the two. In the case of a local tax, while 
the central government sets tax rates, the local government is authorized to 
determine details like who is to be taxed, how much, and who will be entitled 
to reduction or exemption. Nevertheless, the central government still 
maintains the centralized management of the tax system, as shown by the fact 
that all decisions involving a change in the tax system, sucn as levying new 
taxes, adjusting tax rates, drawing up tax preference regulations, etc., must 
be made by the center and usually be provided for explicitly in the state's 
medium-term or annual plan and that the most invcortant taxes (general profits 
tax, circulation tax and social insurance feez) :re directly controlled by the 
central government. Central taxes generate 80 percent of all tax revenues. 
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Yugoslavia's tax system also displays a certain amount of flexibility. The 
rates of such taxes as the commodity circulation tax and associated labor 
income tax are frequently adjusted as circumstances justify. So are tne rates 
of various donations. However, tax revenue management is highly decentralized 
in Yugoslavia. Under the constitution, the federal government shall determine 
the basic principles of tax policy only, leaving the specifics of tax policy 
to the republic and regional governments. Only tariffs and the basic 
circulation tax are the more important taxes directly under the central 
government. Other essential taxes including the united labor organization 
income tax, personal income tay, individual business operator income tax, 
Special circulation tax and property tax all fall within the fiscal 
jurisdictions of republic and regional authorities which are free to determine 
the rates for various taxes and donations and draw up regulations on tax 
reduction and exemption. Federal taxes account for only 40 to 50 percent of 
all tax revenues. In contrast to practices in the USSR and other Eastern 
European countries, about 30 percent of the revenues ' the federal budget 
here actually come from the tax revenues of the republ. 


Our comparative study of conditions in the USSR and other countries shows that 
when the function of a tax system is primarily fiscal, frequent changes in the 
tax system are frowned upon since a relatively constant system is more suited 
to ensuring a stable source of government income. In contrast, if a tax 
system is to regulate the economy effectively, it must be fairly flexible. To 
curtail overall social demand in order to maintain the macroeconomic 
equilibrium, for instance, Hungary has in recent years imposed provisional 
taxes a2ross the board, raised the profit tax rates and adjusted the commodity 
circulation tax rates, with good results. As a matter of fact, when the 
requirement that enterprises turn over profits to the state was completely 
done away with, the flexibility of the tax system has an important bearing on 
ensuring a stable source of government revenues. Because conditions differ 
from nation to nation, no single formula on functional delineation between 
central and local authorities can be applied to all nations. In principle, 
however, the central government must maintain a necessary degree of 
centralization in tax management. Not only does this facilitate the tax 
system in fulfilling its fiscal role, but centralized management is also 
indispensable if the tax system is to play its economic regulatory role 
effectively, particularly on the macroeconomic level. Here Yugoslavia's 
experience provides us with food for thought. Owing to that country's 
excessive decentralization in tax matters, a number of the most important tax 
regulatory tools along with the larger share of tax revenues are in the hands 
of the republics which do try hard to make the most of the tax system as a 
regulator within their own jurisdictions and in line with their own needs. In 
the overall national economic context, however, tax decentralization has in 
fact severely damaged the unity of the internal market so much so that the 
federal government has lost the capacity to exercise effective and integrated 
regulation on the basis of national interests, in effect worsening the 
disequilibrium in the macroeconomy. 


3. What lessons can we learn from the above comparative study on tax revenues 
in the USSR and Eastern Europe which may shed light on the current tax reform 
in China? 
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The above analysis tells us that the tax system is an organic component of the 
overall economic system, hence tax reform cannot proceed in isolation but must 
adapt to the nature and characteristics of China's new economic system and 
take into consideration the functions the tax system must fulfill under it. 
In accordance with the spirit of the CPC Central Committee's "Decision on 
Restructuring the Economic System," the state manages the economy essentially 
through integrated, balanced planning and through a combination of such 
economic mechanisms as prices, tax and credit. Accordingly the central 
mission of tax reform in China is to effect a fundamental change in the basic 
functions of the tax system, transforming it from a system whose role is 
purely to generate revenues to one which combines a regulatory function with 
its traditional fiscal one. What we have done in recent years to substitute 
taxes for profits can be said to have paved the way for this fundamental 
shift, but only up to a point. To achieve this basic change, we must also 
reform and perfect the tax system in various ways in the next 5 years or 
beyond. Needless to say, we must lay equal stress on the two functions of the 
tax system. But as far as setting up and perfecting the new tax system is 
concerned, we must give priority to its regulatory function. The reason is 
that while almost any tax generates government revenues, different kinds of 
taxes have different regulatory effects on economic life. Consequently our 
top priority right now is to really redirect our guiding ideology from revenue 
generation to regulation. 


As is clear from our comparative study, tne regulatory function of the tax 
system is essentially macroeconomic, e.g., holding down total social demand to 
kee total demand and social supply in dynamic equilibrium; adjusting the 
demand structure to achieve a rational proportionate relationship between 
accumulation and consumption; regulating the structure and direction of 
investments to shape the industrial structure and the distribution of 
productive forces, providing all enterprises with roughly similar business 
conditions, and so on. Certainly this is not to say that we must reject the 
use of the tax system to regulate the profitability of individual products or 
the earnings of individual enterprises if necessary. But such uses must be 
strictly limited and not become its primary function, otherwise the tax system 
may cease to be an economic tool and degenerate into an administrative 
regulatory device in disguise. It may also seriously conflict with other 
conomic regulatory tools, e.g., price, thereby undermining the effectiveness 
of the entire economic regulatory system. As we go about reforming the tax 
system in China, therefore, we must not confine ourselves to emphasizing the 
tax system's regulatory function in a general manner; instead we must make 
clear our stress on the tax system's macroeconomic regulatory role and not on 
its regulatory effect on individual products, i.e., not on its microeconomic 
regulatory function. 


The above comparative study shows that as the tax system undergoes a 
functional shift, we must overhaul and reform the tax system and tax structure 
appropriately. Our previous efforts to replace profits with taxes have 
resulted in the institution of a number of new taxes, which, from the 
perspective of tax regulation, are still very inadequate. For example, 
on various economic sectors, production resources and on individuals with 
multiple incomes should be further improved and perfected. At the same time, 
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some transitional taxes such as regulation taxes snould be abolished as_ soon 
is possible. Taxes imposed on state enterprises, in particular, must be 
further diversified. As state enterprises are the backbone of the entire 
national economy, the tax system regulates the macroeconomy primarily through 
its influence on the amount of profits state enterprises are allowed to keep 
and on the way they use such profits. I believe we should devise a tax svstem 
for state enterprises centered on the enterprise income tax but which also 
taxes their investments, consumption (increases in wages, bonuses) and use of 
‘esources (productica funds, natural resources, labor force). As_ the 
restructuring of the planning and price systems gradually gets under way, 
reforms in the tax system should be accompanied by a shift in emphasis in the 
tax mix from taxation on products to taxation on earnings (at the present 
stage this would mean various taxes on the earnings of enterprises). This is 

j necessary by the emphasis we place on the tax system's macroeconomic 
regulatory function. At present most of China's product’ taxes are 
transitional in nature. On the one hand, they retain the traits of the 
turnover tax which was related to the traditional tax system. On the other 
hand, their regulatory function is mainly limited to influencing the 
profitability of different products, which presupposes the existence of a 
rigid and irrational price system and, ultimately, the old system itself. 
After income taxes become the core of the tax system, product taxes’ should 

come a unified circulation tax to be collected from among wholesalers. 
since the circulation tax does not directly affect the profit level of 
production enterprises, it helps promote inter-enterprise competition and 
maximize the positive effect of market and prices on raising microeconomic 
results. The circulation tax can also play an important role in regulating 
sommodity price level, determining social consumption level and mediating the 


production and sales of certain commodities. 
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TAIWAN TO PROTECT RIGiiTS IN TRADE TALKS WITH! U.S. 

OW170327 Taipei CNA in English 0232 CNT 17 Apr 86 

[text Taipei, 16 April (CNA)--The Republic of China will try to protect its 
legitimate rights in trade consultations with the United States later this 


month, BOFT Director General Vincent Siew of the Board of Foreign Trade, sai: 


Wednesday. 


Speaking before the Economic Committce of the Legislative Yuan, Siew said U.S. 
negotiators, who are under strong pressures from American trade 
protectionists, are expected to put high pressure on their Chinese 
counterparts during the consultations. However, the ROC will do its best t 
protect its legitimate rights, he said. 

Trade representatives of the two countries will hold textile talks in Tain 
25-26 April and hold another conference on a broad range of trade issues, 
including U.S. treatment of hOC goods under the Generalized System of 


Preterences (GSP). 


ile told the legislators that the ROC Government's decision to lift the ban or 
imports of tobacco and alcoholic beverayves from the United States in August i 
t > 


based on a policy to promote fair and mutually bencficial trade between th 


two countries. 


Turning to U.S. investigation of the ROC's automobile export performance 
requirement, Siew said local manufacturers have no need to worry because thi 
1 } 
4 + 


A / 


problem wil ved appropriately. An ad hoc group has been establishe: 


ROFT to deal with the matter, he added. 


A U.S. investigation proup is scheduled to arrive here later this month to get 
a better look at the ROC's automobile export performance requirement imposed 
on Toyota Motor Co. of Japan, which has entered into a joint venture agreement 
with a domestic company to produce cars in Taiwan. 
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stors accounted for 23 percent ol the nation's total cxports iast year. 
se enterprises are providing some 326,000 jobs, about 5 percent of the 


ition’s total employment and turned in to the public treasury $6,347 million 
eoeS5159 million) in business income tax last year, or 18.75 percent of the 
. f 
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HONG KONG EXPORTS SIIOW INCREA 
LD111307 Bei jing XINHUA in English 1830 GMT 10 Apr 86 


[Text] Hong Kong, 10 April (XINIUA)--llong Kong's re-exports increased by 
percent in 1985 compared with 1984, according to an analysis released het 
today by the census and statistics department. The re-exports vere valu 
105,270 million llong Kong dollars (about 13,496 million U.i. dollars). 

The Chinese mainland remained the largest market for Hong Kong's re-export 
last year, with an increase of 64 percent to 46,023 million llong Kony, doliatr 
(5,900.38 million U.S. dollars). 


Re-exports to the United States, the second largest market for ong Kor 


exports, increased by 21 percent to 14,705 million Hong Kong dollars (1, 
million U.S. dollars). 


Re-exports to Japa: increascd by L% percent to 5,486 million Hong Kong dollut 
(703.33 million U.S. dollars). 


Decreases were recorded, however, in re-exports to Singapore (-3 percent), 


Taiwan (-11l percent) and Indonesia (-37 percent). 
The Chinese mainland was also the largest source of Hong Kong's re-export: 
1985 with an increase of 23 percent to $4,628 million Hong Kong dollar 


(4,439.42 millica U ose dol | irsSe) 


Japan was the second largest source of re-exports, with an iucrease of 
percent to 22,504 million long Kong dollars (2,885.12 million U.S. dollar 


Re-exports of Taiwan products remained active in 1985 with an increase ot 
percent to 9,561 million Hong Kong dollars (1,125.76 million U.S. dollars). 


Re-exports of goods of U.S. origin increased by 11 percent to 9,474 willion 
liong Kong dollars (1,214 million U.S. dollars). 
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KONG BAN WING FOREIGN CURRENCY 
ve jit CIN \ 1 English 1934 CMT 15 \pr OO 
gy Kong, 15 April (XINHUA)--Crowing foreign currency deposit it 
uring the last tive years should not be interpreted as a [word 
inct nfidence in the viability of the Hong Kong dollar, accordin 
nd hai Banking Corporation here. 
Ss latest « omic report, the bank observed that over half of the 
its 1 on! Kong's monctary system are now denominated in foreign 
ncies, inly in U.S. dollar, compared with only 18 percent in 1980. 
id growth ot foreign currency deposits is largely a retiecction ot 
increasing role as financial center comparable to Singapore and 
, both of which have a large share of foreign currency deposits i 
i VS 1S e 
eport } that both forcign currency deposits and ltlong Kong dollar 
ts ficantly in 1984 when the economy boomed and nftidenc 
red in t future ot ong Kong. tlowever, it said, there was lear 
r f toreil irrency deposits last year with the persisten 
interest rat iftercntial between the llong Kong dollar and other 
' nge rat risk inimized by the linked exchange rate syst« be t we 
U.S. dollars, there is, for some investors, merit in! 
lo posits whl otter hagher returns, the report iid. lt ad 
the opr ti tf the U.S. dollar (and hence the Hong Kong dollar 
eptember 19 ilso encouraged a switch of funds into the weaker 
dollar currencies suc is the Australian dollar and the New aland 
r which oftered much higher interest rates. 
eport lists tive cconomic and political factors for the maintenanc 
lity of the Hong Kong dollar, namely, foreign assets backing in ex 
ereent of the currency issue, a prudent fiscal policy, a stable fin 
», 4 prosperous economy and a stable political environment. There is 
ition that any of these factors are in jeopardy. As long as these 
tions prevail, there is little doubt that the Hong Kong dollar wil! 
nuc to remain one of the most stable currencies in the region, the 
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PRILFS 


CENTER BUILT--Hong Kong, 18 April (XILNHUA)--The Asia Terminals 


Limited (ATL) announced here today the acquisition of a 550 million Hong Kong 
dollar (70.51 million U.S. dollar) loan for the construction of the world's 
largest ocean freight consolidation and warehouse facility here. Banque 


Paribas, 


liong Kong branch, is 


the lead manager of the loan facility. Co-iead 


managers are the Hang Seng Bank and Nanyang Commercial Bank, a member of the 
bank of the China group in llong Kong. Other participants are Mitsubishi and 
Hokkaido Takushoku Banks of Japan. The loan facility constitutes a major part 
of the one billion llong Kong dollar (128.2 millin U.S. dollar) cost of th 
six-story container freight station being built in the Kwai Chung Port 
terminal here. The project is scheduled for completion in late 1987. Th 
loan facility includes 4 construction loan totalling 500 million Hong Kon; 

liars extending, and a 5O million llong Kong dollar credit line for work! 
Cay il. The loan tacility permits ATL to proceed with construction of thi: 
unig 2.2 million square foot (204,360 square meter) ftreight center in th 
yvorid’s busiest container port,” said ALT Managing Director David Allen. ALT7 
is int venture cf five companies here. [Text] [Beijing XINHUA in Englis! 
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